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Security and Cooperation 
Europe and would adopt 
tlm principles of the 1976 
“toM Accords. Page 1& 
server. Pace 14 

»KMhftMve 

»Hent P.W.de Kleifc sought 
■hvet approval to end four 


ith Africa and officials said, 
would announce the ded- 
i ^parliament today. Key 
e. Page 5 

Qorman arms cuts 

ft Germany is to cut its 
“*d forces to 100,000 soldiers 
a the present 135,000, - 
ace combat readiness to 
ununum and focns on train* 

and milftia fewflrn 


®ch police charged John 
rnston, 52, driver of a Brft- 
coacb. With manularigtifap , 

- coach crashed on Sunday 
|r Auxerre, kflKng ntour- 

Sen-smuggling ring 

immigration officials say 
osed Pananumfam 1*»n<V»r 
°uel Noriega was at the 
treofanaUenemng^ing 
l which allowed Chinese 
1 Cubans to use Panama 
tn illegal gateway. 

woin safaad 

garlan police seised heroin 
th about $3m during a roa- 
> check at a border crossing 
h Yugoslavia. 


enty people were sentenced 
leath in China at mass pub- 
rials as part of a crack- 
m against crime. Prisoners 
d. Page 4 

thing treaty 

ua New Guinea and the 
iet Union signed a bilateral 
ing treaty that couldree 
iet trawlers opera ti ng-in 
>1 waters before theend . 
he year. 

chs detained 

ice detained 400 Sikhs in 
:jab and sealed aS their 
est shrine to thwart pro- 
s on the anniversary of 
a's invasion of Slkhdom's 
ien Temple in Amritsar. 

ibassy reopens 

ace will reopen its embassy 
Jghanistan on June 15, 

-e than a year after most 
ign missions there dosed 
giuse they feared Kabul was 
in: to fall to Mujahideen 
rrillas. 


ike hits Greece 

alS stopped, sc hools closed 
flights were disrupted in 
*ce as mare than a million 
kers joined a 24-hour 
,onwide strike a gainst eco- 
lic austerity measures. 

jilippincMi charge 

Philippines will file new 
■ges accusing Senator Juan 
jc Enrile of a role in 
amber's failed coup. 

»erian miners die 

o 11 people were believed 
d when blasting work trig* 
d floods in a Siberian 
?, Moscow Radio said. 

andan round-up 

a dan troops killed 29 rebels 
captured 63 when they 
>d guerrilla hideouts in 
iorth-east, military sources 
on Wednesday. 

sail aftr crash 

ur liner with 43 passengers 
oard crashed near Alta- 
. in the Amazon region 
■ firii Fourteen people died, 
rding to initial reports. 

in stops rumours 

vd oil prices stabilised after 
uations which followed 
fer rumours of a nuclear 
jsion in the Soviet Union, 
rge “nuclear cloud 0 over 
mansic turned out to be 
ing worse than rain. 


INTENTS 


group, is planning to have 
annual sales of JL5bn in east- 
ern Europe by the mid-1990s, 
Mr Percy Barnevik. ABB’s 
chief executive, said, 

“It will be a fairly big jump 

in turnover, but ft wfll not 
change the total picture (of 
ABB),” he said. Mr Barnevik 
is one of the first heads of a 
leading European, company 
to announce sates.tazgetefor 


and chief executive of Gold 
Fields of South Africa. 

Page 38 

ISRAEL test ed an qf fehoreq fl 
and gas discovery pr omp ti ng 
hopes that ft might have made 
a significant energy find, and 
sending ofl shares rocketing 
on the Tel Avtv Stock 
Exchange- Page 7 
RANK of Credit and Commerce 
Intern ational t« cutting about 
500 jobs from its UK workforce 
and dosing down 17 UK 
branches. Page 18 

ARGENTINA'S Minister of 
Public Works announced the 

um prtfifl Amnio n hy 

Airnnes to withdraw from, the 
race to purchase AaraHnaas 
Argentines, which is due to 
be privatised by the end of 
July. Page 20 

PHARMACEUTICAL wholesal- 
ers in western Europe have 
formed an association to take 
advantage of the planned bar- 
monisatkm in the licensing 
mi ffl pir matirinea after IBBg. 

Pages 

HITACHI, Japanese dectronics 
group, launched a new main- 
frame computer which it 
claims » the weald’s fastest. 
The announcement will 
increase pressure on other 
manufacturers, including IBM 
of the US, the dominant pro- 
ducer, to hasten the ftrtrodno 
tion of new models. Page 6 

THE WEST’S record of aid for 
Africa in the past decade “can 
only be charac teris ed as one 
of failure," Sir WUham Ryrie, 
Executive Vice President of 
the Interactional Finance Cor- 
poration said. Page 7 

SWITZERLAND has formally 
applied for membership of the 
International Monetary fund 
after having had dose Informal 
ties for many years. Page 2 


Gorbachev faces renewed ethnic violence 


By Layla Boulton in Moscow 

PRESIDENT Mikhail 
Gorbachev, the Soviet .leader, 
faced a renewed erpfrwfo" of 
ethnic violence in the troubled 
Central Asian republics yester- 
day as the death toll from two 
days of rioting in the republic . 
of Kirghizia rose to 40. 

. The Kirghizia riots are 
among the worst In a recent 
series of bloody disturbances 
in the southern Soviet repub- 
lics, sparked by some of the 
Soviet Union's meet acute pov- 
erty and a res ur ge n t national- 
ism. 


As in the eruption of racial 
violence in Azerbaijan earlier 
this year, And in the. nearby 
republic of Tajikistan in Febru- 
ary, tt ff itfahwtunimi in Khgfai- 
zia have swifUy turned into an 
assault on representatives of 
Soviet power In the republic, 
particularly members of the 
Communist Forty, 

Mr Anatoly Lukyanov, the 
chairman of the Soviet parlia- 
ment, yesterday said fi ghting 
between' -ethnic Uzbeks and 
KfaghMsaa had spread to out- 
lying, areas of the republic 


after erupting over a fond dis- 
pute in the -town of Osh on 


More than 200 people were 
injured and casualties included 
21 policemen. 

The disturbances readied 
Frunze, the Kir ghiz capital, 
yesterday where police fired 
shots hi the air to disperse stu- 
dents who threw stones at a 
senior Communist Party 
leader. Moscow Radio's unoffi- 
cial news agency, Interfax, sa id 
thousands of young Kirghiz 
hold unofficial rallies around 


Frunze calling far “pogroms.” 
ft said several Uzbeks in the 
capital were beaten tm. A local 
military commander con- 
demned the “actions of extrem- 
ists" In a televised appeal for 
calm. "Unfortunately the 
events are continuing,” Mr 
Lnkyanov told the Soviet nar- 
figment, without mentioning 
events in Fnmza He said the 
town of Osh was under curfew 
and that extra troops had been 
sent in from the neighbouring 
zepuhfic of Turkmenia to help 
Continued on Page 16 
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MARKETS: The Tokyo 
over-the-counter market was 

the focus of attention as stocks 
cm the first section firmed 
slightly, but an absence of 
ftifioencmg factors drove most 
investors to the kMaHtumi 

Renewed worries about the 
cost of German mriffagtiiyq 
poshed Frankfort lower In a 
generally quiet day for Euro- 
pean bourses. Back page. 
Section H 

WEST German government 

bond mwrlrttf wmHmwl 

weaken as economic statistics 
pointed to a very buoyant Ger- 
man economy. Page 36 

CHICAGO futures markets 
and their defenders in Con- 
gress pledged to defeat the US 
Treasury’s long-awaited pro- 
posal to shift regulatory 
authority for stock index 
futures from the Commodities 
Futures Trading Commission 
to tiae Securities and Exchange 
Commisskm, which the Trea- 
sury sent to Congress late on 
Tuesday . Page 18 

PS trade represent a tive, JUHus 
Katz insisted that the PS use 
of unfiateral trade sanctions 
was "a setffiquidatmg prob- 
lem" which would disappear 
once trade negotiators agreed 
to a strung "ndesoriented 
structure” within the interna- 
tional trading system. 

Pages 

SOUTH Africa's goldmines 
re^xmribfefbrneariyaguar- . 
ter of the country's output of 
the precious metal, are foenr- 
ring losses or are only margto- 
ally profitable at today's low 
gold prices, according to Mr 


EC political crisis looms 
over ban on British beef 


By Tim Dickson In Brussels 

FRANCE and West Germany 
were last . nigh* standing by. 
their refusal to revoke theft- 
controversial bans on imports 
of British beef, threatening to 
turn the row over bovine spon- 
giform encephalopathy; or mad 
cow disease, into a major poet- 
ical crisis for the EC. 

There were stQl some fofut 
hopes, however, of finding a 
compromise solution^ after pre- 
liminary negotiations at an 
emergency m eeting of ECferin 
ministers tn Brussels last' 
night Mr Michael O’Kennedy, 
the Irish Farm Minister 
chairman of the meeting, dur- 
ing said during a break m the 
telks that it had been “a reas- 
first round”. 

co mfitm ed Swt tfw - 
of “additional certt- 


under which the EC would 
somehow certify beer as BSE- 
free - was befog explored but 
emphasised that there was a 
long way to go. 

Whatever the outcome the 
continuing bitterness of the 
dispute win add to the damage 
already inflicted on the EC 
beef industry by the BSE scare 
and undermine what many see 
as fundamental principles of 
the EC ringle ^arket. 

A senior EC- diplomat - 
lamented last nigbfr, -“This 
whole saga Juts cast a cloud.'.'' 
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we are . trying to . advance 
towards fimMiitiIib* : 

Both sides had sometfafaig to 
celebrate by mid evening, with 
Italy throwing its hat into the 
Franco/German camp and 
imposing its own ban. while 
foe EC Scientific Veterinary 
Committee apparently b ac ke d 
the British position at a meet- 
ing eeriy in the day. 

A committee communique 
declared: “In the light of pres- 
ent knowledge, meat derived 
from bovine an imals in coun- 
tries in whkh B3B occurs is 


. West Getatea Agriculture Xlaft 

• ye ste r day 's cdte meeting afjtt 

jxrtxXmsirfered fto b^xtdariger 

• ta pnTiWn hpaTfii 1 * : . , * 

Mr i phn GunnW, UK Agrf- 
w ii t»to iffnfetor , immediately 
welcomed tire opinion saying it. 
had -“clearly reaffirmed the 
View that British beef is per- 
fectly sate.” 

Neither France nor Ger- 
many, however, appeared in a 
mood to follow Mr Gummar’s 
advice and after 
wlfo' the Irish Presidency of 
the EC, they made their posi- 
tions dear when the formal 
council proceedings began. 

Mr Hahr! NaQet, the French 


Henri Nafiet at 


~AgtdadtuE»rM3iilster; -said he 
hztf mSodnce&tfa 1 - British betf 
ban for two rea sons . One was 
that since January the posrihlg 
risks ef the transmittahfltty at 
the disease had changed (a 
point he did not apparently 
explain). ' The other was the 
need to avoid the type of “psy- 
cosis” that has affected con- 
sumers in the UK. 

In an Interview to Agence 
France Presse before the meet- 
ing, Mr NaBet said that: "Bene- 
fit of the doubt must go to the 
consumer.* He twice expressed 
Ms wish that the EC Conuote- 


"Skm “sfiouJd fuHy asaume its 
gesponrihiltties for manag in g 
the markets." 

The ministers from West 
Germany and Italy both cited 
“public health* as justifica- 
tions for their own embargoa. 
The Italians said they had been 
refusing entry for British beef 
since June 2. 

Comments by Dutch and 
Irish Ministers last night 
suggested that they supported 
the British position but the 
Spanish and Portuguese said 
further EC measures were 
needed. 
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W German 
economy set 
to exceed 
4% growth 

By David Goodtart in Bonn 

WEST GERMANY’S economy 
grew by 4.4 per cent compared 
with the first quarter of 1989. 
driven by investment and pri- 
vate consumption. 

It looks set to faint Finance 
Ministry expectations of a 
growth rate above 4 per cent 
for the year as a whole. 

Mr Helmut Hjmmrnignn IJ Eco- 
nomics Minister, said yester- 
day that the continuing dyna- 
mism of the West German 
economy - which at the end of 
last year had been expected to 
grow by only 3 per cent in 1990 
— created an excellent spring- 
board for the challenges of 


The Finance Ministry also 
stressed that foe DMlGObn 
(494-7bn) in extra tax revenues 
that it was expecting over the 
next five years thanta to the 
higher growth trajectory could 
be Usher still if the first-quar- 
ter growth rate continued. 

The 1990 estimate of an extra 
DM8bn in tax revenue was 
based on an anwtutT growth fig- 
ure of &8 per cent and the 1991 
extra revenue of DM2&5bn was 
based an 3J per cent, both of 
which are now likely to be sur- 


West Germany’s trading 
partners will also be pleased 
that growth is no longer 
erporHed. 

■ Compared with the Urst- 
quarter of 1989, imports 0SL7 
per cent) rose faster than 
exports (10.2 per cent); 
although comparing the first 
Quarter of 1990 with the last 
quarter of 1988 exports (8 per 
cent) were once again rising 
faster than Imports (S per 
cent). 

According to a report pub- 
lished yesterday from the Ham- 
burg Economic Research Insti- 
tute German unity should give 
a farther push to reducing the 
West German trade surplus. 
Continued on Page 16 
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High-tech 
phone line 
blocked by 
Washington 
export ban 

By Hugo Dixon in London 

AN AMBITIOUS SSOOm scheme 
to construct a fibre optic cable 
across the Soviet Union has 
been blocked by the Commerce 
Department in Washington 
because of concerns that It 
would pose a threat to US 
national security. 

The cable was to have been a 
joint venture between the 
Soviet Ministry of Communica- 
tions and a consortium of west- 
ern telecommunications 
groups, including US West and 
British Telecom. It would have 
involved the export of high 
capacity cables which are cur- 
rently not produced in eastern 
Europe. 

The US decision to bar 
exports of the cable comes as 
foe Coordinating Committee 
on Multilateral Export Con- 
trols (Cocom), which comprises 
most Nato countries plus 
Japan and Australia, is meet- 
ing in Paris to review rules on 
high-technology exports to 
eastern Europe. 

The Pentagon in Washington 
is understood to have been 
concerned that the cable, 
intended far civilian use, could 
be diverted to military pur- 
poses. The US Central Intelli- 
gence Agency and security ser- 
vices in other countries are 
also said to have been worried 
that the installation of such 
advanced equipment would 
make it more difficult to moni- 
tor telephone traffic in the 
Soviet Union. 

US West said it would ask 
for a review of the decision. It 
said it believed the trans-Soviet 
cable would help open up 
Soviet society. 

A trans-Soviet link would 
complete a network of fibre 
optic cables encircling the 
globe. At present, calls to the 
Far East from Europe are 
routed either via satellite or on 
cables from the US. 

The Soviet Union hoped that 
tiie cable, which would sharply 
upgrade its backward tele- 
phone system, would also pro- 
vide a of oprwtng hard 

currency from transit traffic. 

The US decision to block the 
export of fibre optic cables 
with a speed of 140 megabits 
per second or more, seems 
Ukeily to be adhered to by other 
members of Cocom. 

Last month, foe US State 
Department refused American 
Telephone and Telegraph per- 
mission to use Intersputnik, 
the Soviet satellite system, to 
carry calls between east and 
west. 

Cocom to reduce technology 
curbs. Page 3; Eastern Europe 
tries to phone home. Page is 


Executive of former B&C unit 
accused in $100m share plot 


THE HEAD of securities at <HL 
Nominees, a former subsidiary 
of British ft Commonwealth 
Holdings, the foQed UK finan- 
cial services group, was 
Involved in a “staggeringly 
simple” plot to steal shares 
worth up to £6Qm ($100m), a 
jury at Southwark Crown 
Court in London was told yes- 
terday. 

The share certificates were 
to be used to persuade a Swiss 
bank to lend £30m for a bogus 
property development, accord- 
ing to the prosecuting counsel, 
Mr Bruce Hbulda: 

Administrators were 
appointed <m Sunday to run 
British ft Commonwealth in 
one of the biggest corporate 
caDapses in British history. No 
link was apparent, however, 
between the failure of the com- 
pany and the case which came 
to court yesterday. 

Mr Colin McCullough, 45, 
former head of securities at 
GIL Nominees, Mr Michael 
Beasley, 46, and Mr Patrick 
Barry, 54, both unemployed, 
deny conspiracy to steal shares 
and conspiracy to an 
implement to manufacture 
share ce rtifi ca te s between Jan- 
uary 1 1988 and June 13 1989. 


Expected sales of parts of 
British ft Commonwealth 
faffwi to materialise yester- 
day. It was also announced 
that Stock Beech Securities, 
thn market -making arm of 
BACs Stock Group subsid- 
iary, had ceased trading. It 
dealt in shares of small com- 
panies. Report, Page 17. 
Analysfe,' Page 11. 

Mr Houlder said. Mr McCul- 
lough had. been approached by - 
Mr Barry, “the promoter and 
prime mover of this little 
ahem McCullough was the 
tiudrie man and Mldiad Beas- 
ley was the fixer." 

The court heard that Mr 
Beasley knew Mr McCullough 
because they had worked 
together in the C3ty of London 
and Introduced Mr Barry to 

him. 

Mr McCullough was respon- 1 
sflrte for all UK shares held by 
GIL Nominees, a B&C suhsid- 
iarv at th e of the alleged 
offences. GIL held securities 
for other companies and indi- 
viduals, the jury heard. 

Mr Houlder said the plan 
called for Mr McCullough to 
steal the shares and pretend 


MARKETS 


they had gone wringin g jq the 
mafl. Duplicates would be sent 
to replaoe the stolen shares. 

* Astonishing as it may seem 
in the City of London, at times 
of high activity shares do 
sometimes go missing and 
duplicates are then applied 
for,” said Mr Boulder. 

- The court heard that Mr 
McCullough passed over the 
company seal - “a much 
guarded piece of machinery" 
— to Mr Barry. Mr Houlder 
said It was to be used to forge 
documents to show that the 
defendants were lawfully enti- 
tled to be in possession of the 


The court heard that an 
American named only as Ron 
set up a nominee company into 
whose name the stolen.shares 
- worth between £40m and 
£60m - would be transfe rred. 

A Swire bank was to have 
been approached and, using 
-foe shares as security, asked 
for £30m to fund a building 
development in California. 

The Jury heard that police 
had had the men under survefl- 
tenoe and made arrests before 
the scheme was put into opera- 
tion. 
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sm President Mitterrand Is 
only too aware oi the 
extent to which 
France's economic 
success has been built 
on the backs of the 
low paid. But now It fas 
. beginning to show In 
his declining popular- 
ity in the polls. 
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There are [obvious advantages td baying steel 
rrady-paintedJ Pertjcalsrly if yon boy a lot of it, Hke 
they do in tbJ conttrnctioD and domestic appliance 

ImlndriaiL I- • 

Provided, course, that it’s pafated as well ai 
you'd do it yo U nd fi to the ccdoure you Want. And that 
the paint stays when you bend the steel. 

With 20 yca^ experience and a stack of testimonials, 
British Steel's Colorcoat wffl fill most of your r e qnir e- 
tnents. And probably cost you less into the bargain. 
(Its effects - on ovtvrheads aml cashflow are also 

likely to be beuefloal.) ■ 

We clothe our steels to many coats bet id es paint, 
yoch as laminates and thin film coatings. 

They're jus it a few of tine added values which are 
mlTing British steel all over the world. 

Drop us a tine, snd weUl paixlt you a pictnre. 


mymm 



CMer price UnnoM 
ya ateida y: Page 17 


WE’RE ADDING VALUE AT BRITISH STEEL. 
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Anti-trust 
limi t move 
opposed 


By Peter Riddell, US 
Editor, in Washington 


THE Bush administration will 
seek to remove limitations on 
foreign Investors embodied in 
a bill approved late on Tues- 
day by the House of Represen- 
tatives. The bill would extend 
immunity from gris tin g anti- 
trust regulations to manufac- 
turing joint ventures. 

The white House backs the 
broadening of anti-trust 
exemption but opposes a limit 
on foreign participation of no 
more than 30 per cent In any 
of the companies involved and 
a provision that the facilities 
of such joint ventures must be 
in the US. Officials argue that 
such limits are inconsistent 
with the US's international 
agreements . 

The Senate has yet to hold 
hearings on a similar measure, 
though this would not exclude 
foreign Investors from the 
anti-trust exemption. The 
White House will favour this 
version. 

The fate of the bill is uncer- 
tain because Senator Howard 
Mctzenbanm, Democratic 
chair man of the Senate sub- 
committee on anti-trust mat- 
ters. opposes the overall exten- 
sion of anti-trust exemption. 

Foreign governments and 
investors have lobbied against 
the restrictive aspects of the 
measure, arguing that these 
would discourage foreign par- 
ticipation in joint ventures. 

Supporters of the restric- 
tions on foreign involvement 
argue that many overseas gov- 
ernments give their companies 
far more help than does the US 
In the form of subsidies and 
otherwise. 


Brazil to consider ‘debt 
for nature’ conversion 


BRAZIL'S President Fernando 
Collar de Mello said yesterday 
that the Government would 
consider trading part of Bra- 
zil's $ll4bn foreign debt for 
programmes to preserve the 
Amazon, AP reports from Rio 
de Janeiro. 

Until now. the Government 
has rejected these "debt-for-na- 
tore" swaps on grounds that 
they would violate national 
sovereignty. 

But when asked if the Gov- 
ernment would consider debt- 
for nature swaps in forthcom- 
ing negotiations with foreign 
creditors, Mr Collor said: “We 
are open to dialogue. There is 
no difficulty in us debating the 
possibility of conversion of 
debt for ecological projects in 
the country." 

Mr Collor also said that 
army troops would be used to 
stop slasb-and-burn devasta- 
tion in the Amazon region as 
part of a new campaign to pro- 
tect the world's largest wilder- 
ness. 

"Our soldiers, besides being 
the guardians of our frontiers. 


will be the guardians of our 
Amazon rainforest," he told 
reporters at a remote ranch in 
Brazil’s Panianal region in the 
western Amazon state of Mato 
Grosso Do Sul. near the Boli- 
vian border. 

“We don’t want to build an 
ecological sanctuary," Mr Col- 
lor said. "But we need to pre- 
serve the forest so we our- 
selves can progress." 

Mr Collor said that troops 
stationed in jungle outposts 
along Brazil's borders with 
Venezuela, Fern, Colombia and 
Bolivia would patrol the Ama- 
zon on foot and in army heli- 
copters and arrest those found 
Illegally clearing the rain- 
forest. 

Scientists equipped with sat- 
ellites are to alert troops and 
rangers to burnings, often 
caused by poor migrants and 
ranchers who seek to clear the 
forest for planting and grazing 
In the dry months of June, 
July and August 

Tf we don't work to stop the 
continued burnings, the devas- 
tation will increase rapidly," 


he said. 

Mr Collor said the operation 
would be mounted within 60 
days, but he gave no other 
details. 

The carbon dioxide gas pro- 
duced by the burning is 
believed to add to the green- 
house effect that is warming 
the earth’s surface. 

Recent studies by the Brazil- 
ian Space Research Institute 
show that the entire 2m square 
mile Amazon could be wiped 
out in 50 to 100 years if defores- 
tation continued at its present 
rate. 

Independent studies show 
some 12 per ceht of the jungle 
has been destroyed, though the 
Government claims the correct 
figure is 5 per cent 
• An aircraft with 41 passen- 
ger crashed in Brazil’s Amazon 
region near file Trans-Amazo- 
nian highway yesterday killing 
14 passengers, an airline 
spokesman said, Renter 
reports. The aircraft was on a 
flight ftom Belem, north of Rio 
de Janerio, to Cuiaba in the 
interior. 


California voters double 
state’s tax on petrol 


By Louise Kehoe in San Francisco 


CALIFORNIAN voters have 
passed measures that will dou- 
ble the state’s tax on petrol 
sales, ending 10 years of resis- 
tance to raising state taxes. 

Electors also approved on 
Tuesday companion measures 
to lift California’s constitu- 
tional spending limit and allow 
the sale of nearly $8bn in 
bonds to fund improvements in 
the state's over-burdened 
transportation system. 

The petrol tax rise - expec- 
ted to realise $15^bn over ten 
years - will double the state’s 
9-cents-a-gallon tax via gradu- 
ated steps over fie next five 
years. Also, the so-called Gann 
Limit on state spending was 
raised to allow the extra reve- 
nue realised to be spent 

Supporters of the proposi- 
tions argued that road conges- 
tion is choking the state's 


Californian voters also nomi- 
nated, In the Democratic Par- 
ty’s gubernatorial primary, Ms 
Dianne Fdnstein, former San 
Francisco mayor. , „ 

Peter Riddell adds from 
Washington: The Californian 
remits were keenly awaited in 
Washington, not only because 
of the importance of control of 
the governor’s office for 
in fin ancin g the forthcoming 
changes In Congressional dis- 
trict boundaries (and hence the 
control of up to a dozen House 
of Representatives seats after 
1992) but also fix' signs of a 
change in public mood in the 
results of various propositions. 

The administration and Con- 
gress will want to digest the 
clear, though not overwhelm- 
ing, vote in favour of a dou- 


bling of the state’s low petrol 
~ cUb ufldlng 


economy by restricting the 
of goods ana 


movement of goods and ser- 
vices, producing tons of smog, 
ami discouraging businesses 
from py panding in California. 


tax to finance road-1 
and mass transit 
There have been signs in 
recent nationni opinion polls of 
a drop in opposition to tax 
increases, but the federal bud- 


get negotiators wiU be fflutiow 
about assuming that the Cali- 
fornian vote can translated 
into possible support for an 
increase in national taxes. 
However, it will keep open the 
debate in Washington. 

Elsewhere, in various pri- 
mary races for elections m 
November, Mr Harvey Gantt 
became the first black person 
for well over a century to be 
nominated for a statewide race 
in North Carolina. The former 
mayor of Charlotte comfort- 
ably won a Democratic run-off 
noil to challe nge for the seat of 
Senator Jesse Helms, the con- 
troversial incumbent right- 
wing Republican. The contest 
will attract national attention, 
and money. 

In several states supporters 
of abortion rights won primary 
races, notably in Iowa where 
Mr Don Avenson, state House 
Speaker, won the Democratic 
Party's nomination for the gov- 
ernorship against an anti-abor- 
tion opponent. 


B ankin g chiefs press case for wide-ranging reforms in US financial regulation 


THE PRESSING need for major 
reform of US finan cial regulation Is a 
leading topic of the International 
Monetary Conference in San Fran- 
cisco this week, David Lascelles 
reports from San Francisco. 

The gathering of top commercial 
and central bankers from around the 
world heard warnings from various 
speakers that the US banking system 
faces severe pressures in the 1990s 
which would require Congressional 
action. 

These include: 

• Low profitability caused by over- 


regulation and by c o mpetiti on from 
non-banks. 

• The US savings and loan crisis, 
whose frill size cannot yet be mea- 
sured but whose cost will have to be 
borne by the US taxpayer. 

9 The US deposit protection system, 
which guarantees depositors against 
all losses, encourages banks to take 
excessive risks. 

• The inability of banks to offer the 
toll range of services, Grinding secu- 
rities finance, demanded by their cus- 
tomers. 

• A proliferation of financial regula- 


tors who do not always co-ordinate 
their work. 

Mr Gerry Corrigan, president of the 
New York Federal Reserve Bank, 
favours substantial regulatory reform. 
He warned file* the US was foiling 
behind Europe in dealing with the 
changes of the industry, 

Mr Denis Weatherstone, chairman 
of J J. Morgan, the fourth largest US 
bank, warned that what he called the 
confused and inadequate US regula- 
tory structure made it even harder for 

the US tO wiman p finanrial rrlnw 

The frustrations of commercial 


bankers were echoed by Mr Bill 
Butcher, rfarirman of Chase Manhat- 
tan Bank, the second largest US bank, 
who said his hank was still consider- 
ing whether to give up its banking 
licence if this became feasible. 

The attractions of competing in 
finam-fal services from a non-hanking 

standpoint were underlined by Mr 
Philip Benton, president of Ford 
Motor Company, which has entered 
the i«*ndfrig 5ifiii imaging business and 
has assets of gLlSbn, but without the 
need for a banking licence. He told 
the bankers that his company expects 


wnanrial services to make a grow ing 
contribution to profits, rising from its 
present 15 per cent level. 

Bankers also expressed their wor- 
ries about environmental issues. 
Although they now put "green” con- 
siderations into their lending deci- 
sions, they are worried by recent 
court d gririnns in the US which effec- 
tively give clearudng first claim on a 
bankrupt company’s resources, and so 
make lenders second class creditors. 
Bankers warned that this would com- 
plicate lending to vulnerable compa- 
nies. 


Budget 

talks 


resume 


By Peter Riddell 
in Washington 


BUDGET nc 

the Bush 

congressional leaders resaqM 
yesterday, after a near two- 
week break, with no eqwyfa. 
tion of any early agreement 
The two sides are still 


deficit reduction package 
though this will probably rtari 
in the $45im-to-$55bn range ft* 
the 1991 fiscal year. 

They have not begun to coo- 
side? the balance of pOBslbk 
measures. 

The White House is trying to 
step up the pressure for an 
early agreement, but eoogre*. 
sional Democratic axe 

wary of being blamed for any 
tax Increase, especially in tins 
congressional election year. 
No serious bargaining fo 
expected until next week at 
the earliest. 

To c o m pl icate matters, the 
House of Representatives is 
due to start drafting appropri- 
ations bills on individual 
spending programmes and the 
Senate may go ahead with a 
preliminary budget resolution. 
Republican Senator Phil 
Gramm has warned that pas- 
sage of spending MBs would 
“represent a virtually hum. 
mountable obstacle to negotia- 
ting a good-faith compromise 
on the budget” 

The talks yesterday and 
today are focusing on defence 
spending and International 
commitments, with Mr Dick 
Cheney, Defence Secretary, 
and Mr Brent Scoweroft, 
National Security Adviser, 
meeting the 22-member negoti- 
ating team. 



From July 2nd, American flies non-stop daily Gatwick-Miami and way; way beyond, 


It’S the earliest London flight to arrive in Miami. 

But we didn't stop there. 

We went on to make sure you can connect quickly 
and painlessly with over 70 cities in the Americas.” 

But we didn’t stop there. 

We went on to give you more same-day connec- 
tions to Florida, the Caribbean, and Central and South 
America than any other airline. 

(Bringing our network up to a grand total of 280 
cities worldwide.) 

That aside, our new service heralds something of 
a departure in transatlantic travel. 

So much so that Business Traveller Magazine has 



just awarded us first place overall for the most outstand- 
ing food and wine in Business and Economy Class. 

This, incidentally, in competition with nine other 
top international carriers (Swissair, British Airways and 
Singapore Airlines among them). 

Meanwhile, our aircraft awaits you. 

As pristine as you’d expect from one of the young- 
est transatlantic fleets. 

Call your travel agent or feel free to contact us 
direct on 0800 010151. And fly to the Americas as only 
American knows how. 


Economy polarises 
wary Peru voters 


Sally Bowen on a neck-and-neck election. 


THE CANDIDATES in Peru’s 
bitterly-fought presidential 
election campaign are running 
neck and neck before the final 
round of voting on Sunday. 
.The last opinion polls pub- 
lished two weeks ago showed 
about 12 per cent of the elector- 
ate undecided. 

Since the first round on 
April 8, when novelist Mr 
Mario Vargas Llosa received 27 
per cent and agricultural engi- 
neer and ex-university rector 
Mr Alberto Fujimori . 24 per 
cent of the vote, it has been 
clear that the election has 
exposed historic divisions In 
Primvian society. 

Racism briefly raised Its 
head - Mr Fujimori is the son 
erf Japanese immigrants - and 
was followed by a warning 
from the Roman Catholic Arch- 


has long been accustomed. 

The state’s role would be 
reduced to providing essential 
health, education and commu- 
nications s er v i ces and public- 
ly-owned enterprises, currently 
costing Pern- $2£00m (£l,50Qra) 
annually, would be privatised. 

Mr Vargas Llosa’s request 
for a dear first-round mandate 
for thift economic programme 
was, however, rejected by vot- 
ers, whose nervousness at the 
prospect of an Arguntfokan- 
style “shock* adjustment was 
exploited by left-wing and A»a 
alike. Mr Fujimori, who, flip 
his opponent benefited fepor 
widespread disillusionment 
with traditional parties. Is also 
a political debutant, but he has 


astutely made opposition to Hr 
shock” pi 


Vargas Llosa's “shock” propos- 
als the core of his programme. 



Fujimori, left, and Vargas Llosa: bitter campaign 


bishop of Lima about the fact 
that Mr Fujimori - though 
himself a Roman Catho- 
lic - was heavily supported by 
Peru’s tiny minority of evange- 
lists. 

Add to this the fact that Mr 
Vargas Llosa is broadly backed 
by the upper and micj# clas- 
ses and trig business and Mr 
Fujimori by small business- 
men, workers, peasants and 
Peru’s underemployed, and it 
makes for the most polarised 
election in decades. 

_ A two-and-a-half hour televi- 
sion marathon last Sunday was 
less noteworthy for policy clar- 
ifications than for the frequent 
outbursts of animosity 
between the two. 

Peru's economic plight has 
been the dominant election 
issue throughout the cam- 
paign. Accumulated Inflation 
oyer the five years of Mr Alan 
Garcia s American Popular 


Revolutionary Alliance’ govern- 


AmericanAiriines 


Somethin special in the air. 


'Son, atnnl by American Eagle, onf t L g i o aa l uAn a 



uj® n t (Apraj has reached* *a 
staggering lm per cent Over 
the sanm period, gross domes- 
tic product has fallen 5 per 
cent, d espite an initial burst of 
grmrth In the first two years 
and per capita production 

remains around the levels of so 

years ago. 

Rosa's Demo- 
cratic Front (Fredemo) eco- 
nomic programme is the tech- 
nfoaHy clearer and shnpleTto 
ffi Pfotefer. It calSfoTan 
ta“*bate, -radical” attack on 
Station, with a "drastic rednS 
tion of the fiscal deficit" -,i nna . 
the lines of the Bolivian; Me^ 
ran and Chilean experieS 
Under a Fredemo government 

Pen, WOUW teJ33 

into a free market pmnZ,, 
jjding the “mercantilist” prZ- 
Sj 8 ?' monopolies and protec- 
tionism to which local bSSnSk 


Instead, he promises half- 
sceptical Peruvians "staUDisft- 
tion without recession”. EGs 
Cambio (Change) 90 govern- 
ment would seek to reduce' 
inflation to 100-200 per cent ih_ 
the first year while protecting 
workers' purchasing power and 
re-activating the economy. 

Cambio 90 ’s technically 
respectable but unorthodox 
economic advisers point to the 
self-perpetuating nature erf 
inertial inflation a nd, exp ecta- 
tions. They would introduce a 
new, strong currency pegged to 
the dollar together with selec- 
tive price controls and help 
close the fiscal drffrit by. end- 
ing costly subsidies to food 
imports. In the television 
debate on Sunday Mr Fujimori 
re-emphasised his party’s coni' 
mitment to labour stability and 
to the maintenance of mafaf 
state companies, although 
many, he agreed, should bo 
made more efficient. r - ; 

Mr Alejandro Toledo, * 
respected economist from t»' 
graduate school of business 
Studies, Fsan , k aid- “ The QUES* 
tion of who wins the election 
is, in view of the economic sit- 
uation, almost irrelevant*. 8J 
is equally pessimistic afrmt 
both programmes in the short 
term - "The Fredemo pro- 
gramme is not viable,'*- he 1 said* 
“For a shock programme 
need a minimal consensus: 
which does not exist- here- 
with 500 per cent price rig®* 
there will be social fixptosMnj. - 
strikes and iwirfog B wmchwuj 
make stabilisation - 

On the other hand Mr F# 
mori’s economic gradoa®® 
was technically impoedhfc- ^ 
said. “There is no knffi. 
example of stabilisation wfep. 
does not involve a fall fa 
ties and purchasing powe& 
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R'j. P rot «tion enjoyed by 

^^. ,--A^8farmereMd mmntaamera A 

mriy ., ^ amounts to a tax 

: •*-*« < ;lt j. tween 7.6 per cent and &8 ner rent 

*&" G ^xr ^ income of the average 

rttap;-, JSh household. 

' ; ;»^fers to the farmers alone cost 

!!I 9 “ SKjft500 (£830) 

i ***? -■* ’. 5 '.fi J 1 ? 1 ^ redisih consumers are 

: ’' r °‘ - ha , v ® mm «* extra 

i Wtoipg C 4 *^ 80n «t basic foods snch as cereals.' 
■ iUs*- r ; - “7* »3*J Products, meat and sngar^^ 

I . , ■”* ^ Se calculations are taken from art 

i «*»■ i- :: - -■ ■ ■ ma tion of Swedish trade policy by 
[ %b# :•'■•„■ . ■ ie g | etariat of the General Agree- 
| "I?:.-., . on Tariffs and Trade. 

I efeJi-r i .’*'•> :;• *? tra^e has tong been a ftmdamen- 
! ie w^vZ.' ^ we ^ fin < where exports 

i Thfv i; Z;?™ 68011 raprosent roughly 30 
I t!*^ . . b 6151 °* Brass domestic product and 
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many of the largest industries export 
weHover half thrir output Botthe Gatt 
report underlines the discrepancy 
between -this commitment and the 
Swedes' protection for their domestic 
taring; mod processing, textiles, cloth- 
ing and footwear industries. Assistance 
tothese sectors has been provided with- 
out taking into account "aspects of eco- 
nomic efficiency and-wodd trade", the 
Gstft secretariat says. — 

The Swedish Government Is already 
committed to reforming Its farm and 
textile policies. Acknowledging that its 
food policy has become a strain on pub- 
lic firianww and a spur to inflation it 
has scheduled a five-year reform of agri- 
cultural regulations. It has also 
declared its intention of removing all 
quantitative restrictions on imports of 


textiles and clothing from July 31 1991 
and on footwear from January 1 1993. 

Agriculture and textiles trades are 
the issues threatening to derail Gait's 
trade-libe ralising Uruguay Round. 

Stockholm says that the amendments 
to textiles and footwear policies will be 
implemented regardless of results from 
the round: But it has msda dear that 
changes in border protection for farm- 
ers depend on the outcome of the farm 
trade negotiations, now deadlocked-- by 
the conflict between the US and the 
European Community. 

Several countries pointed out in the 
Gatt Council yesterday that, even alter 
the removal erf import quotas on textiles 
and clothing Swedish customs duties 
would remain relatively high and devel- 
oping countries would still have to com- 


pete with duty-free imports from the EC 
and Sweden's partners in the European 
Free Trade Association. 

Public procurement in Sweden is also 
critically assessed in the Gatt review. 
Less than 5 per cent of public purchases 
of goods and services - valued at 
SErlSTbn In 1985-86 - are covered by 
the Gatt code. The secretariat alleges 
that many major state agencies practise 
closed tendering singifla out the 
State Power Board for not advertising 
upcoming procurements and fra: select- 
ing bidders; this assertion was con- 
tested by the Swedish delegation. 

Excluding agriculture, textiles and 
footwear, Swedish trade policy emerges 
from the Gatt review with a fairly clean 
bill of health. Tariffs average a fairly 
low 5 per cent. 


US plays down its use of 
unilateral trade sanctions 


wedes look for business across the Baltic 

prudent pace marks new trade strategy with eastern Europe, writes Robert Taylor 


T WEDEN is developing a 

1 -s, trade strategy towards its 

m '“ I*" eag t European nniphhrm ra 

own prudent pace, 
i a characteristic cau- 
2 *“ 7 ~ A about business prospects 

V s * hat many comp anie s 
P** d as an nmstabto area. 

Jr 1 > - *■ '".•‘til recently, the Baltic Sea 

Gr j -^d a formidable barrier to 

M ='' " volution of Swedish trad- 

-r - ; •• • '■ nks with its old cotnmu- 

.. - ‘ "'toe of neighbours. Indeed, 
lies . . y’^S the 1980s Swedish 
isi i.: ; "J 8 to eastern Europe 

Tii- ' d and imports from there 
. «d by a third. In 1989 less 

liici.; , f*i3 per cent of Sweden’s 
c./i- . ... , c; ts went to, and 3.7 per 
ti- the country's imports 

: from, that market. 

. :« Swedish Export Council 

-- not expect much overall 
: -r ..". . - -rvement to those figures 

.e near future, though 

-^missions from Stockholm 

1 item Europe have grown 
Y\ pi ? - i J. he past year. “The lack of 
L/V' i it' : Jurrancy In the east is the 
* ' Toblem,** says Mr StafEan 

\ rom at the Expmt Coun- 
1 7 p r it the lack of convertlblfi 

V- r v. ; ides is not the only head - 
'or Swedish companies. 

. , 'es towards more mar- 

iented economies have 
j, trade more, not less, dff- 

•" T ■’ - “Many companies don't 

who to deal with. And 
1 >C. - - .is a lade of basic market 

^ - ... nation in the east," 

» •- r ns Mr Renstrom. 

' - iet trade is especially 
V7 -‘ . i dictable. There are 57 

a*. .. :ered joint ventures 

y en Swedish companies 

. oviet bodies bat only 10 

*>• .... eratiraaL A recent Swed- 

mp . . legation led by Mr Rune 

r ., . . the Industry Minister, 

£ . .. . scow pressed the authori- 

. meet their financial obi it 
s to np to 10 Swedish 
* . nies which had not bem 

tly paid. 

iite, the hurdles a grow- 
^ unber of Swedish compa- 

* - re looking east to new 

6 -its, in particular those 

<*■*-' i modest toehold there 

v -: the days at communist 

at* — 

ibro, the Swedish mann- 
K ’ of kidney dialysis and 
care equipxnmi; for 
. \ ;Vce, believes eastern 
■■ ■ % could become its fast- 

js-v ' awing market in the 

-fc estimating that the 

of its sales of medical 
- "0 1 rise hum 

. ^ m (£9m) last year to 

nn by 1995. 1 
same is true of Alfa 
I ' ‘ • the dairy equipment 
mv. •. :s engineering group, 
JF* . announced in April that 

K£-\: ' . , nded to strengthen its 

Sk .. g marketing network in 

Europe, through its 
- ; .r- named subsidiary Alfa 
K y Engineering AB. The 
-^,^ny has an estimated 
png? -- *^-^bn already invested in 
id plant capacity in the 
' and its sales last year 
mounted to SErSOOm. 
Swedish conglomerate 
xe greatest potential for 
T i through its existing 

i trade connections is 
;el Johnson group, in 
ie first west European 
- 1 iy to sign a commercial 

z agreement with the 
Union. Today Axel 


By Nancy Dunne In New York 

MR JULIUS KATZ, the deputy 
US trade representative, yes- 
terday Insisted that the US use 
of unilateral trade sanctions 
was “a self-liquidating prob- 
lem” which would disappear 
once trade negotiators agreed 
to a strong ‘‘rules- oriented 
structure" within the interna- 
tional trading system. 

He told a trade conference in 
New York yesterday that rais- 
ing the issue of US unilateral- 
ism had “distorted” the negoti- 
ations. Section 301 of US 
trading law would not be a 
problem, he said. 

Mr Roger Porter. President 
George Bush's assistant for i 
economic and domestic policy, i 
avoided an opportunity to com- 
ment on the demands of Amer- 
ican trading partners that the ! 


Johnson accounts for up to 30 
per cent of all Swedish trade 
with the Soviet Union. It 
exports stainless steel, special- 
ity oils, machinery and other 
fadortriai equipment «™i in 
return imports into Sweden oil, 
ferro-alloys, coal and chemi- 
cals. 

Recently a new company. 
East Capital AB, emerged from 
the Axel Johnson group with 
SKr256m to spend on acquiring 
and building commercial prem- 
ises in Berlin, Prague and War- 
saw. 

Many of Sweden’s engineer- 
ing and construction compa- 
nies such as Sandvik and Skan- 
ska look well placed to secure 
orders to renovate the area's 
decaying infrastructure and 
obsolete industrial plant and 
machinery. 

Two years ago Asea Brown- 
Boveri, the SwedUh-SwlM engi- 
neering group, had only a lim- 
ited interest bat over recent 
months chief executive Mr 
Percy Barnevflc has begun to 
develop an OstpoiitOc. At the 
moment the company esti- 
mates it has 1 per cent of its 
annual turnover enuring from 
its trade with eastern Europe, 
but over the next five years it 
plans a 500 per e x pan sion 
there, mainly through Joint 
ventures. 

Electrolux, the white-goods 
manufacturer, announced 
recently that It had acquired a 
majority interest in Lehel, 
Hungary's largest white goods 
company, while the telecom- 
munications giant Erics- 
son - with ffnanring by the 
World Bank — has taken on a 
SKrlOm order for a mobile tele- 
phone system In Budapest. - 
There is certainly potential 
in. the polluted east fin* many 
Swedish companies involved. in 
environmental cleaning. The 
Kendra group is involved in 
the (dean-up of ; the Vistula.: 
River in Poland through a 
water purification plant, while 
the Flakt division of ABB is 
interested in environmental 
projects. 

Sweden's consumer products 
tend to be high-cost and high- 
quality, of limited interest to 
the present eastern market, 
but Borne companies in that 
sector believe they can suc- 
ceed. Ikea, the do-it-yourself 
fu rniture company, is hopeful 
of growth. 

“ft has shown the way," says 
Mr Stenstrom. For the past 20 
years Ikea has had production 
facilities in the east - but for 
the western market. In March 
it opened its first store in. the 
east, in Budapest. More- are 
planned for Poland and the 
Soviet Union through joint 
ventures: Ikea also plans to 
modernise and reequip up to 
35 Soviet factories which will 
produce furniture mainly far 
the Soviet market 
Doubts and scepticism 
re main about short-term busi- 
ness prospects. Volvo recently 
threw cold water on the expec- 
tations of trade in eastern 
Eurqpe in an memo- 

randum to senior managers, 
drawing attention to the famil- 
iar obstacles - lack of cur- 
rency amvertflriliiy, entrepre- 
neurial acumen, purchasing 
power and. above all, function- 


Tig wholesalers unite 
prepare for 1992 


ter Marsh 

NSORTIUM of leading 
uropean pharmaceutical 
alers has been formed to 
■ i vantage of the planned 
rusation in the licensing 
jr medicines after 1992. 
formation of Parabasal 
ied is the first signin- 
indication of a new 
ch to pan-European pm- 
, in the region s £25bn- 
drugs industry, 
companies are Office 
-rcial Pharmaceutique 
ice, Gehe at West Ger- 
und AAH at Britain. All 
ire among the top torae 
nes wholesalers in their 
ive countries. . 
iesent, most nmto** 
alers in Europe buy and 
•oducts largely within 
own countries, 
saiers act as the link 
£ drug makers and 

o^rder aPPTfg^ 
■W difficult m the Euro- 

ommunity because tod^ 
countries have different 
■elating to fte bce^g 
■s. That reduces substan 
jhe volume of inte - 


European medicines trade. 

According to European Com- 
mission Plans, registration of 
drugs across the community 
win be harmonised after 1992. 

The commission wants licen- 
sing approvals for some medi- 
cines to be handled centrally 
with the help of a new pan-Eu- 
ropean medicines agency. 
Other drugs would be approved 
by government bodies m indi- 
vidual countries bat with these 
agencies agreeing in advance 
to share data and correlate 
ftoriirinn* 

Mr Bill Revell, a director of 
AAH and of Tredimed, said 
Tredimed aimed to build np 
gradually over the next few 
years. It would have significant 
revenues by the mid-1990s. 

He said Tredimed would be 
based on the philosophy that 
most European countries 
would have the same licensing 
regimes after 1992. Thus the 
company would be able to buy 
large volumes of drags from 
specific manufacturers and 
channel them into different 
countries where regulatory 
rules woe harmonised. 


fng market economies. 

The Swedish Government, 
meanwhile, has allocated 
SKrlbn over the next three 
years from -its aid budget to 
help in the development of 
eastern Europe- Sweden is al so 
a member at the new London- 
based European Bank for 
Reconstruction and Develop- 
ment and will contribute about 
SKrl.7bn over a five-year 
period in addition to its hi Mini 
capital of SExTShn. Investment 
protection agreements have 
been signed with Poland and 
Hungary. 


US abandon its rights to unilat- 
eral trade action. 

But he stressed the reduced 
power of individual govern- 
ments, which has grown out of 
advanced technology and eco- 
nomic interdependence. 

Mr Porter warned against 
“the old notion of nations rig- 
idly defined by national bor- 
ders and subject to unchecked 
sovereign government power”. 

He said: “The choice of via- 
ble policy options is much 
more constrained and Is much 
less open to unilateral manipu- 
lation. . . the logic of economic 
interdependence is acceptance 
of greater constraints on gov- 
ernment action and greater 
international co-operation." 

Mr Porter also warned of 
increased pressures by “special 


interests” as the Uruguay 
Round draws to a close this 
year. 

A strengthened general 
agreement on tariffs and trade 
was vital, Mr Porter said, to 
check protectionism and man- 
age trade. While there is gen- 
eral agreement within the 
world trading body that coun- 
tries should open their markets 
for their own good, “there are 
always temptations to stray". 

Speaker after speaker yester- 
day warned of the looming 
deadline for completion of the 
round. Mr Katz said he 
'believed that agreement was 
possible on the framework for 
a textile settlement by next 
month. -But progress has 
lagged on agreement to curb 
domestic subsidies. 


SWEDEN’S TRADE WITH CENTRAL AND EASTERN 


EUROPE (SKr) 


Exports 

imports 


1988 

1989 

1888 

1988 

Soviet Union 

1.8bn 

2-5bn 

4.5bn 

5.11x1 

Yugoslavia 

1.5bn 

1.9bn 

878m 

952m 

Poland 

1-3bn 

I.Bbn 

1£bn 

2bn 

East Germany 

IJZbn 

IJSbn 

2bn 

1-9bn 

Hungary-' 

898m 

828m 

763m 

836m 

Czechoslovakia 

731m 

688m 

686m 

738m 

Bulgaria 

355m 

400m 

65m 

76m 

TOTAL 

7_9bn 

9.3bn 

ll.lbn 

11.9bn 


CoCom set to reduce technology curbs 


Abuts*.- Snwdkft Export CounoU 


SENIOR western trade officials 
yesterday began a two-day 
meeting to seek agreement to 
reduce controls on the export 
of strategic technology to the 
Soviet Union and eastern 
Europe. William Dawkins 
reports from Paris. 

CoCom, the Co-ordinating 
Committee for Multilateral 
Export Controls, meeting at a 
secret location in Paris, is con- 


sidering proposals greatly to 
liberalise safes of computers, 
telecommunications equipment 
and machine tools. 

If agreed, as expected, this 
would be CoCom's first big ges- 
ture to eastern Europe's need 
to import western high tech- 
nology to help them move 
towards market-based econo- 
mies. It would also reflect a 
new willingness by Washing- 


ton to bless liberalisation. 

CoCom's 17 members are 
taking the three product areas 
as a single package in the hope 
of getting a wide-ranging 
accord, said diplomats. Drawn 
from CoCom's dual use list of 
items that have both industrial 
and military value, they were 
chosen because they are seen 
as the most crucial to helping 
modernise eastern economies. 



Too bad die laws 
aren’t engraved in stone 

If they were, every time you had a communications problem, 
the answer would be simple. 

. Today, however, communications problems are com- 
pounded by ever-changing technologies. To give you the 
flexibility you need, one information and communications 
company has committed itself to providing answers that 
make sense for your particular needs. That company is 
Bell Atlantic, an experienced communications leader. 

For example, when PIT Telecom of the Netherlands 
modernised their network, we provided a software and 
systems integration package that forecasted network needs 
and updated databases. 

When the University of Rome wanted to give its 


of communications 

students and faculty access to their mainframe computer, 
they called upon Bell Atlantic's Eurotech to develop a 
customised network system to meet their goals. 

We’re Bell Atlantic, serving Europe from over 50 local 
offices. With Sorbus, a computer and data equipment main- 
tenance company. Eurotech, designers and distributors of 
value-added data communications systems. Bell Atlantic 
International, software and systems integration consultants. 
Bell Atlantic Financial, a high-tech leasing company. 

For more information contact us by telefax in France 
at 01-4809-9539, in Germany at 0211-5261-102, in 
Italy at 02-825-4368 and in the United Kingdom at 
081-898 5250. 

@ Bell Atlantic 
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Hitachi outstrips 
competitors with 
mainframe launch 


By Stefan Wagatyt in Tokyo 

HI TAC HI, the Japanese 
electronics group, yesterday 

launched a new mainframw 

computer which it claims is 
the world’s fastest 

The announcement will 
increase pressure on other 
manufacturers, including IBM 
of the US, the dominant pro- 
ducer, to hasten the introduc- 
tion of new models. 

Hitachi's move highlights 
the growing confidence of the 
Japanese computer industry 
and Its ability to develop top- 
performance machines at a 
pace matching IBM. 

It intends to market the 
machine simultaneously in 
Japan, North America and 
Europe, where it will be sold 
by Hitachi Data Systems and 
Compares, its affiliated compa- 
nies. 

The new M-S80 range has 
four models, of which the fast- 
est, the M-880/420, has four pro- 
cessors, capable of handling up 
to 155m instructions a second. 

This is considerably faster 
than the maximum 88m 
instructions achieved by Hita- 
chi’s current top-of-the-tine 
machine or by any other 
IBM-compatible mainframe 
computer. However, computer 
Industry executives in Tokyo 


said other manufacturers 
would quickly launched 
machines to rival Hitachi's. 

IBM is almost certainly bet- 
ter placed to fight back than 
other makers because of its 
huge financial and marketing 
resources. Both Fujitsu, the 
biggest Japanese computer 
maker, and Amdahl, the US 
maker which is 46 per cent 
owned by Fujitsu, may be more 
severely affected - particu- 
larly Amdahl, which has sold 
tranches of stock to Fujitsu to 
fund computer development 

Hitachi is likely to concen- 
trate on marketing the new 
machine in the US, where it 
recently refurbished its sales 
operation. 

According to Garnter Group, 
a market research company, its 
share of the US market for 
IBM-compatible mainframe 
computers is less than io per 
cent, compared with more than 
80 per cent for IBM. 

IBM is also market leader In 
Japan with 33 per cent of the 
installed machines against 24 
per cent for Hitachi. 23 per 
cent for Fujitsu, 12 per cent for 
Unisys, a US company, and 8 
per cent for NEC. However, 
Hitachi's sales have been 
increasing the fastest. 



Sqnare bashing: prisoners are drilled 


releases 


China frees 97 prisoners to improve tarnished image 


CHINA has freed 97 people jailed for 
their part in last year’s democracy cam- 
paign, in an attempt to improve the 
raping image of Peking’s communist 
rulers at home and abroad, Reuter 
reports from Peking. 

Diplomats said yest e rday’s amnesty, 
announced two days after the anniver- 
sary of last Jane's crackdown in Tian- 
anmen Square, was to ensure China 
retained its most favoured nation trade 
(MFN) status with the US and to 
prompt Washington to end opposition 
to World Bank loans. 

The Public Security Ministry, quoted 


by the official New China News 
Agency, said the prisoners were 
released “because they pleaded guilty, 
voluntarily confessed and expressed a 
willingness to repent” 

A western diplomat said: "They [Chi- 
nese authorities] are holding people as 
hostages and they release some of them 
whenever they want something. They 
are still worried about Congress on 
MFN" 

President George Bush recommended 
last month that preferential tariff treat- 
ment be retained on Chinese goods 
imported into the US, although some 


congressmen threatened to challenge 
him. Mr Bush has finked progress in 
Sino-US relations with an improvement 
in China's human rights record. 

Peking, eager to offset a loss of for- 
eign tourism and investment dollars 
since last year’s events, wants the 
World Bank to restore lending. The 
bank has made credits available to 
nitnn for hum a m i ttt it 1111 purposes but 
has cut most loans since the army 
crushed democracy movement, kill- 
ing hundreds of people in the capital. 

Peking released 211 prisoners last 
month and the latest action brings the 


“If I’ve 
told you 
once 

I’ve told 
you a 
thousand 
times.” 

With AT&T Enhanced FAX you can send information to 1,000 destinations in one easy step. 


And that’s only the start of the good news! 

Because you don’t even need special lines 
or new equipment. AT&T Enhanced FAX allows 
you to distribute information to anyone with a 
fax machine, anywhere in the world. 

Also the message can be sent to a personal 
mailbox which means confidentiality is assured. 
Even when you’re out of the office you can access 
your mailbox from anywhere in the world. 

And if any of the required numbers is busy, 
the system automatically redials for up to six 
hours, but without tying up your machine. 


AT&T Enhanced FAX is just one of several 
innovative services chat make up our Global 
Messaging package, a unique combination of 
communications and information technology 
that effectively links hardware, software and 
people into a more coherent business operation. 

For an information pack to show how .<4737* 
Enhanced FAX can help your business, send the 
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Birmingham Road, Stratford-upon-Avon, Warks. 
CV37 OBR, or call free on 0800 444 288. Or you 
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Company. 
Address 


.Postcode. 

Telephone No ftx No. ' 

Freephone: 0800 444 288. Fax NO: 0789 29234L 
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Taiwan’s 

exports 

fall 

by 10.6% 

By Peter Wlckcnden in 

Taipei 

TAIWAN’S May exports 
down 10.2 per cent compared J 
May 1989, and its trade sqrtjC 
fell nearly 20 per cent, the m 
eminent statistics offo. 
announced on Tuesday. 

Analysts said the figures are 
among the worst recorded 
since the first oil crisis in t u 
early 1970s. May export* 
totalled US$5.$4bn (£3J5b a \ 
while imports fell 7 2 per cent 
to 84 -3Sbn. 

The collapse of the stock and 
property markets has drasti- 
cally reduced purchasing 
power and so domestic 
demand, supposed to be the 
main driver of the economy 
this year, has slackened. The 
$L26tm trade surplus is a isj 
per cent fell compared to May 
last year, the first double-digit 
drop since 1973. 

Total exports for the first 
live months of the year 
reached $26. 5 bn, only l per 
cent down on the same period 
in 1989. Imports, at S22.7 Shl 
are up 5.5 per cent 

Exports of industrial prod- 
ucts foil 9.5 per cent last month 
and are down 85 per cent for 
the year to date. Analysts said 
this is due to a drop 1 q 
machinery exports associated 
with the moving of industry 
offshore. 

The Council for Economic 
Planning and Development 
said the figures are a tempo- 
rary phenomenon. It predicted 
that the recent depreciation of 
the Taiwan dollar will lead to 
slightly better, but not bril- 
liant, export performance in 
the second half of the year. 

Officials are more concerned 
about the trade deficit with 
Japan, which totalled &96hn 
last year and so far this year 
has reached $3bn, an 18 per 
cent increase. 


North Korea 
condemns 
Roh talks 

NORTH KOREA yesterday 
attacked what it called crimi- 
nal international efforts to pur- 
sue a “two Korean* policy, 
Reuter reports from Wfeyc. 

The attack, in the official 
daily newspaper Rodong Sln- 
mtm, appeared to be directed 
at the Soviet Union. It was 
Pyongyang's first official n»c- 

be tween Soviet President 
hafl Gorbachev and Ms South 
Korean counterpart, Mr Roh 
Tae Woo, to move towards offi- 
cial ties. 

The newspaper said the “two 
Koreas” policy was an anti- 
North Korean move that 
threatened world peace. 

Pakistan welcomes 
talks with India 

PAKISTAN is to respond posi- 
tively to Indian proposals for 
reducing the .threat of war over 
Kashmir and will urge New 
Delhi to open talks, a senior 
government official said yester- 
day, Renter reports from 
Islamab ad. 

The Government will proba- 
bly announce its official 
response today but It has 
already told Indian diplomats 
in Islamabad that it is reedy 
for talks. 

Details of the Indian propos- 
als have not been mate public. 
No decision has been made on 
a venue for the folks or their 
diplomatic level, but an 
official said Pakistan would be 
flexible. 

Sri Lanka to axe 
Tamil council 

THE Sri foni»m Go v e rn ment 

said yesterday it would dis- 
solve the provincial council in 
the Tamil-dominated 

north-east and hnM fresh elec- 
tions, Reuter reports from Col- 
ombo. 

A spokesman Mid the cabi- 
net had considered the impasse 
created by the non-fumcttonlsg 
of the north-east provincial 
council and had decided to 
enact urgent legislation to pm - 
vide for fresh elections. The 
■emt-antonomo us council, ofr 
a ted in 1968, was key to a pact 
between Sri Lanka and India to 

end a rebellion by the minority 
Tamil community. 

The council stopped func- 
tion tng three months ago when 
ministers fled the country 
ing attacks by rival Tamil 
Tigers rebels. 


total freed since the crackdown to 88L 
according to the Government- It added 
there were still 334 people held. 

The prisoners freed included Xiong 
Wei and Zhou Fengsuo. who were once 
on a list of 21 most-wanted student 
activists. Chen Qiwei. deputy director 
of the ec o nomics department oi T*ua- 
dnng University in Shanghai, ami Yang 
Lotfun, a researcher at the Sha n g h ai 
Academy of Social Sciences, were also 
released. The list did not i n c lud e tw o of 
China's best known prisoners, student 
leader Wang Dan and activist Ren 
Wanding. 

HK deputies 

attack 

government 

By John Elliott 
in Hong Kong 

MEMBERS of Hong Kong’s 
Legislative Council yesterday 
launched an outspoken attack 
on the colony's government, 
which they indir ectly accused 
of being a “lame duck” admin- 
istration which had set 
“wretched precedents” for the 
years after 1997 when China 
will have regained sover- 


The ■<*»«*« in™* during a 
debate on a Mercedes car 
smuggling incide nt last month 
which led to five Hong Kong 
seamen being detained with- 
out trial in southern China for 
nearly four weeks. 

The Incident occurred when 
Hong Kong marine police 
failed to stop smugglers from 
China, including armed men 
In official Chinese uniform, 
ille g all y shipping three Mer- 
cedes from a remote Hong 
Kong quayside to the southern 
Qitiwm port of ShdUHL The 
armed officials threatened the 
Hong Kong police who gave 

"ft. five seamen were 
returned to Hong Kong last 
week but the Mercedes were 
kept in China, where it is 
mmhwbJ they are destined to 
be used by government offi- 
cials. 

The event has caused wide- 
spread concern among Hong 
Kang's population which fears 
China’s power to interfere in 
the colony after 1997. The 
detention of the seamen with- 
out trial, despite Hong Kong 
government protests, height- 
ened the concern. 

Yesterday, in the Legislative 
Council, Mr Martin Lee, a lead- 
ing liberal campaigner, said 
that the Hong Kong govern- 
ment's failure to be more effec- 
tive against China had set a 
“wretched precedent" for the 
post-1997 administration. 

Another council member, Dr 
Leong Che-hung, said that 
Hong Kang’s people could “not 
tolerate any more political 
cover-ups and under table 
deals which might result in 
their interests befog sold down 
the river”. 


Thais to force 
Bnrmese to 
return home 

THAILAND will forcibly 
repatriate 1,000 Burmese dissi- 
dents and ethnic guerrillas 
who fled across the border 
after the army crushed a pro- 
democracy uprising in 1988, a 
Thai army officer said yester- 
day, Reuter reports from Mae 
Sot, Thailand. 

Thai soldiers will today 
round up l.ooo Burmese 
regarded as Illegal hrnnipani^ 
and semi them home through 
foe Thai border town at Mae 
Sot, Col Boonlue Srimek said. 
He added that another 10,000 
from four other districts of 
Thk province would be sent 
back soon. 

. “The situation in Burma Is 
favourable for thwm to go fork 
now. They have democracy 
we cannot condone these 
people causing problems in the 
province any more," he saitL 
strained 


with permanent refogeesettks 

cSSaS"? it L! 5 der ^ 

jf nnbodia ’ has been reluctant 

Si 01 camps 

on its western border and has 
Jwied the United Nations and 

S Committee 

Cross wxa. tog 

vSfri2“ J SOM « ! »y2e,ooo 


sheltering In Thailand, ^ 


Amnesty caHs for 
Nepalese restraint 

AMNESTY International called 
on the Nepalese Gorero®® 
yesterday to ban what It caUea 
the arbitrary arrest and tort®* 
of its citizens, ffonfor report* 
from London 

.The London-based btunj} 
nghts groqp said Nepal show 0 
take steps to prevent a 
fence of the large-scale sb®** 
which it said took place dnrijj 
demonstrations for ptf-H*: 
reform earlier this year, 
dozens of people were rep®® 5 
killed. 
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Zimbabwe police 
disperse defiant 
striking teachers 

By Julian Boroer in u*. 


INTERNATIONAL NEWS 


Western aid for Africa seen as a failure 


By Julian Berger j n Harare 

SHOPPERS in the Zimbahwmm 
capital Harare, rTfS S 
y^tertay as riot poEefcS 

trar-ras into crowds of 
teacJaers who had eathiSt 
the main 

a government ban^S^g 

toonaata, ^ 

ffJSSf to « 

growmg wave of SdustrM 
«ton over pay levels. ™ 
Similar clashes between 

^ta‘L demo ^ atoret ^ 

P”? m two other industrial 
crate Bulawayo and Gwenf 
The clashes signal a loss of 
tile Government 

as strikes in the public sector 
gathered momentum since gen- 
eral dictions in March. Durine 

2* JESSP 1 - 

ert Mugabe s ruling ZANU (PF) 
party promised a general rise 
JnpuMic sector salaries and a 
restructuring of pay scales. 
The 3.000 teachers, mostly 

g ? des ’ who wa ^ed out 
or s chools across the country 
two weeks ago. were meeting 
to press their pay claim of 33 
per cent and to denounce tKo 
government's use of the coun- 
try s 25-year-old state of emer- 
gency to ban their strike. 

Pohce officers gave them 
half an hour to disperse but 
moved in early when hundreds 
of school children ran through 
the streets shouting slogans in 
support of the teachers. 

Ixing queues of unemployed 
high school graduates seeking 
jobs as replacement teachers 
were also forced to disperse as 
helmeted policemen, armed 


SSL tea £©M pistols and 
^T^LPj^ed tiie streets. 

sooS^SLJT 68 7 rent ' strike 
the election, ciaim- 
like the teachers that only 

^ benefited frS 
campaign promises. The 
persuaded to go 
to work with pledges that 
thmr case would be dealt with. 

H oweve r, pledges made to 
tite teachers that a new pay 
Pa<*age would be introduced 
Si** have failed to stem the 
strikes. The teachers have 
been joined by workers in 
«sco, the country's iron and 

steel parastatal, and a number 
administrative departments 
of the civfl service. 

Independent economists in 
fterare believe the Government 
is unable to meet its election 
premises overpay. Neither is it 
able to meet last month's 
instruction from Mr John 
Nkomo, Labour Minister, that 
all pay increases awarded over 
the coming year be more th<m 
10 per cent 

Inflat i o n is r r mniw p at 13 per 
cent, even though t he maj ority 
of basic consumer goods are 
subject to price controls which 
suppress a potentially far 
greater inflation rate. 

^ Mr Bernard Chidzero, Zm- 
habwe’s Finance Minis ter, has. 
assured potential foreign inves- 
tors that the Government is 
committed to catting last 
year’s budget deficit of just 
over ZSlbn (£241m) by u per 
cent. This target now seems 
out of reach, as growth in the 
manufacturing sector shows 
signs of slowing. 


Israeli hopes of big oil 
find send shares soaring 


By Hugh Camegy in Jerusalem 


PRODUCTION testing of an 
offshore oil and gas discovery 
has prompted hopes that Israel 
might have made a si gnificant 
energy find, sending oil shares 
rocketing on the Tel Aviv 
Stock Exchange. 

La ram co, the Nasdaq-quoted 
operator of the Yam-2 well, sit- 
uated about 10 miles from the 
city of Ashdod. said yesterday 
that initial production testing 
at a depth of 17,413 ft would be 
completed within a few days. A 
second, test at a shallower 
depth would follow. 

Israel has managed to pro- 
duce only small quantities of 
oil and gas. forcing it to rely on 
imports for most energy needs. 
With the exception of Egypt 
tbrse cannot come from its 
oil-rich Arab neighbours, 
and 3 significant domestic sup- 
ply would represent a consider- 
able economic and strategic 
boost. 

Energy ministry officials 


said Yam-2 was the most sig- 
nificant offshore discovery off 
the Israeli coast to date. But 
they added it was too eariy to 
judge whether the well was 
commercially viable. 

The bum-off of gas and light 
gravity col during the first test 
at Yam-2 over the weekend 
triggered so many rumours 
that the stock exchange 
suspended trading in oQ shares 
for a day on Monday. Oil 
stocks have -shot up since 
Isramco first announced in 
early May timt it had mate a 
discovery.- Trading then was 
also suspended briefly. 

Isramco began drilling the 
Yam structure last year. The 
first well was abandoned after 
two blowouts. 

One small established on- 
shore oil well and two gas 
fields produce 385,000 barrels a 
year, but this represents less 
than 1 per cent of Israel's 
energy requirements. 


Rafsanjani holds out 
prospect of UK link 

By Victor Mallet, Middle East Correspondent 


PRESIDENT Hashezni 
Rafsanjani yesterday reaf- 
firmed Iran's death sentence 
against Mr Salman Rushdie, 
the British author, but he said 
Tehran and London could 
resume relations if Britain con- 
demned his novel. The Satanic 
Verses, as an insult to Islam. 

“If Mrs Thatcher condemns 
Rushdie's novel, there will 
remain no problem 
of a resumption of ues, mr 
Raf sam ara told a news corner- 
s' in Tehran. “However, we 
have no right to withdraw the 
toSSjWM." he said in 
a reference to the late Ayatol- 
lah Khomeini's edict csdhug 
Mr Rushdie's execution, jt 
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Rafsanj ani- smoothing path 

S “fr J?^ s3 ^ la {?econctie b 1Ss 

uonai rejjwjj ^ statements 
emus ann-*™ 1 * he Iranian 
of his critic in me ^ 

leadership. s t and was 

The hard-line !»« A 


past week to mark the first 
anniversary of Ayatollah Kho- 
meini's death. 

Yesterday the British For- 
eign Office welcomed Mr Baf- 
sanjani’s desire for rene wed 
relations with Britain — bro- 
ken by Iran over the Rushdie 
affair last year - but cau- 
tioned that a number a£ prob- 
lems remained to be solved, 
including the fatioa, the plight 
of British hostages held by 
pro-Iranian groups in Lebanon, 
and the fate of Mr Roger Coo- 
per. the British businessman 
held without trial in Iran. 

Mr Rafsanjani and his mod- 
erate allies would find It politi- 
cally impossible to reverse one 
of Ayatollah Khomeini’s 
decrees even if they wanted to. 

The only way forward, there- 
fore, is to set aside thefatwa as 
a religious matter and smooth 
the path towards diplomatic 
reconciliation with a British 
statement that can be inter- 
preted in Iran as con d em n ation 
of Mr Rushdie or his book. 

ft remains to be seen how far 
Britain can go on this course 
without offending its own prin- 
ciples of free speech. Mre Mar- 
garet Thatcher, the British 
Prime Minister, has stopped 
short of condemning the book, 
but she has welcomed the pro* 
pect of better relations and 


foe Sting s of M osl ems who 
believe their religion has been 
ins ulted. 

Mr Rafsanjani told yester- 
day's news conference that be 
did not know if such comments 

would be regar^d as «®dra> 
nation, but said he had told the 
Iranian Foreign Ministry to 
improve relations as soon as 
Britain complied with Iran s 

pt T$Ifpresident also ur ged the 
IIS to push Israel and Kuwait 


> hard-line r~ ijS to push Israel ana 

“S’SidS?* release of bosta^taLe^ 


*h?*called for Mr 


release ui — ... 

Although holding out the 
nossibility of an eventual peace 
wifolraq and a summit meet- 
ing with President Saddam 
Hussein, Mr Rafsanjani said 

Iran was cautious about fraqs 
motives. 


By Pete*" Montagnon, World Trade Edftor 

JgEWeet’s record of aid for Africa In ence 
past decade “ran only be character- nwi 

SSLHJELS *S lure " Sir William used 
Eyrie* Executive V3ce President of foe St 
inte rnationa l Finance Corporation said ensu 
yesterday. 

Tv^S e iSS al 5 d ,S re J ,fscane,83ta Pare 
oetwemi 1380 and 1988, the standard of off* 
living in sub-Saharan Africa fell by L2 Bt 

P« cent a year and the fell was even aid t 
greater m Nigeria, because of the mm 
decline in the oil price, he said in be 1 
remarks prepared fra: delivery to a con- deve 
ference on development in Africa at the In 
House of Commons. dove 

The flows had left Africa with debt he s 
equivalent to about 100 per cent of its grow 
gross domestic product and over 350 per with 

cent of its export earnings, lie said. a sn 

Africa will continue to need large nwfii 
amounts erf official aid on grant or-near * M i 
gran t terms for some time if it is to taxy, 
avoid collapse* he said, but “an expert- ana 


ence shows that aid provided to govern- 
ments, especially in Africa, is not weH- 
used." 

Sir William said donors should 
ensure that aid did not create more 
debt “More governments should be pre- 
pared to c o n s id er outright forgiveness 
or debt". 

But, as part of efforts to ensure that 
aid was welLspent, there should also be 
more donor co-ordination. Aid should 
be linke d to policy reform and foe 
development of the private sector. 

In foe long-run, tire key to African 
development was private investment, 
he rain “Africa wul not achieve rapid 
growth, even moderately rapid growth, 
without an energetic private sector and 
a much higher level of private invest- 
ment. 

Mr Douglas Hurd, UK Foreign Secre- 
tary, told the c onfere nce that good gov- 
ernment in recipient countries was an 


important qualification for aid. 

“Economic success depends to a large 
degree on effective and honest govern- 
ment political pluralism and obser- 
vance of the rule of law," he said. 

Africa should also make itself more 
attractive to private investment There 
was no question of foe UK diverting 
nffjrjni aid funds to eastern Europe, but 
there was bound to be some diversion 
of private sector flows “unless Africa 
becomes a more attractive place in 
which to invert”. 

However, Mr Kenneth Dadzie, Sec- 
retary-General of the United Nations 
Conference on Trade and Development, 
warned that African countries would 
face difficulty expanding their exports 
of primary commodities during the 
1990s because the markets for these in 
industrial countries were likely to 
remain depressed. 

Diversification would require 


increased financing from multilateral 
and regional institutions and foe devel- 
oped world also bad to provide access to 
African products. 

The Lom& convention, under which 
African, Caribbean and Pacific develop- 
ing countries receive doty tree access 
for their exports to foe European Com- 
munity, offered only limited benefits 
because the duties applied to most of 
these products from other countries 
were very low. 

The relative advantage accruing to 
African countries in their trade with 
Europe would diminish further as tar- 
iffs were cut in the Uruguay Round of 
foe General Agreement on Tariffs and 
Trade. Farm liberalisation under the 
Round could add $600m (£357m) to 
Africa’s foreign exchange needs 
because world farm prices would rise 
and Africa was on balance a food 
importer, he added. 


Liberian rebels seize rubber centre I Namibian bank stake sold 


L IBKRTA N rebels took c ontro l 

of the world’s largest rubber 1 
plantation yesterday, residents 
in the area said, and govern- 
ment resistance to foe rebel 
advance on Monrovia contin- 
ued to crumble, Reuter reports 
from Monrovia. 

Rebels led by dissident busi- 
nessman Mr Charles Taylor 
took the Firestone Plantation, 
30 miles east of the capital of 
foe Wert African nation, after 
a battle in which residents said 
they heard mortar, machine 
god and «in«n m-n w fire. 


Residents reached by tele- 
phone said they saw soldiers 
fleeing foe battle, which lasted 
about an hour a half, and 
diplomats reported that travel- 
las later saw troops in disar- 
ray on foe main highway. 

One di plomat «aid Mr Taylor 
had only to deal with rate mili- 
tary wimp from which many 
soldiers have already fled 
before he could hm» out- 
skirts of the city. 

Mr Taylor invaded with a 
small band of rebels from Ivory 
Coast in December. 


About 20 foreign staff, 
including several British and 
US citizens, were on the plan- 
tation but US diplomats raid 
they did not appear to be in 
Immediate danger. 

There were no plans to send 
in US marines waiting in a six- 
ship task force off t tip Lfoerian 
coast to evacuate them, foe 
diplomats said. 

The government raid ft had 
sent reinforcements bnt resi- 
dents said they saw few signs 
of a government counter-at- 
tack. 


TH Ufng European hawk* have 
agreed to buy 70 per cent of the 
equity of Bank of Namibia 
through a jointly owned hoid- 
izuc company, one of th» Kawh 
said yesterday, AP reports 
from Pr n f Ba ‘W 

Banque Bruxelles Lambert of 
Belgium said that Socidtt 

Financiers pour les Pays 
D’Outre-Mer (SFOM) would 
buy the stake from Geneva- 
based Ttewip w Flnancihre de la 

cka 

The West German Office for 
Co-operation and Development 


would continue to hold foe 
remaining 30 per cent of Bank 
of Namibia, BBL said. 

It said Bank of Namibia win 
boost its capital by R3m 
(£680,000). 

SFOM is a Paris-based hold- 
ing company founded to main- 
tain a network of financial 
institutions in Africa. Banque 
Bruxelles Lambert and 
Dresdner Bank each have a 
25.8 per cent stake in the com- 
pany. Banque Nationale de 
Paris owns the remaining 48.4 
per cent 


S African 
whites in 
key vote 

By Philip GawHh in 
Johannesburg 

THE RULING National Party 
yesterday faced a test of Presi- 
dent F.W. de Klerk’s ambitious 
reform plans when white vot- 
ers went to the polls in Dur- 
ban’s liming* constituency. 

The by-election, the first 
since the release of Mr Nelson 
Mandela, foe African National 
Congress leader, in early Feb- 
ruary was being billed as a ref- 
erendum on reform. 

The seat was made vacant 
by foe appointment of Mr Con 
Botha, the sitting MP, as 
administrator of Natal. Mr 
Botha won last September’s 
election with 6,149 votes, a 
majority of 2335 over the sec- 
ond-placed Democratic Party 
who were 885 votes ahead of 
foe Conservative Party. 

Commentators are agreed 
that voters are likely to have 
either moved from the DP to 
the NP to ensure that the Con- 
servatives do not win on the 
split vote or from foe National 
Party to foe CP in protest at 
President de Klerk’s reform ini- 
tiatives. 

• The ANC has demanded an 
end to “acts of intimidation 
and provocation” following 
dawn raids on Tuesday and 
Wednesday on three houses in 
Soweto where ANC members 
recently returned from exile 
were staying- 


Ioray Industries posts record high 

SALES AND PROFITS 


Net Sales 

(¥1000 IHon) 


Net Income 

(¥1000 MUon) 


Net Income per Share 


I 8440 
7H7S 
741.7 



7 Cray’s consolidated net profits surged 20% for the 
fiscal year ended 31 March 1990 , an all-time high as 
the Company recorded its third consecutive year of 
growth. Toray also set records for sales , net income , total 
assets , and stockholders 9 equity. 

Consolidated net sales were 72% higher than in the 
previous year, climbing to ¥844,037 million (£3240 mil- 
lion). Net income reached ¥40265 million (£155 million), 
soaring 202% over the previous year's figure and allow- 
ing the Company to record net income of¥29 20 per share. 


m 

404 1990 

1989 
1988 
1997 
1988 


Integrated circuits and coaling materials 
for electronic components contributed to 
rising sales of electronic and information 
technology products. We also commenced 
full-scale production of plastic optical fibres. 

Other products showing growth were 
Lununus HJ* high-refractive-index plastic 
ophthalmic lenses, E-F liter* 
screens for CRT visual chs- RetUFTl 0 
play terminals. andTarayvino* pnooofcMon) 
home water purifiers. 



the Company’s production facilities in 
Southeas t Asia. Domestic investment was 
also high, as facilities in Japan were 
modernized and expanded. Production 
capacity for Torayca* carbon fibres and 
nylon resins was boosted, facilities producing 
polyester yam for the apparel industry were 


Return on Equity 

(¥1000 Won) 


Films and Textiles 

AtV42S,422miItion, sales of synthetic fibres 
and textile products were up 6J£% over the 
previous financial year. 

Toray ’s new high-quality polyester tex- 
tiles noted for “Sbmgosen”, used mainly for 
ladies’ wear, and nylon yam for pantyhose®, 
etqoyed favourable sales, as did polyester 
fibre used in the production of automobile 
tyre cords and seatbelts. 

The synthetic suede Alcantara (£csmn«* 
in Japan) also showed steady growth as a 
residt of efforts to ejqxmd its maiket in auto- 
motnle interiors. 

Plastics 

Sales of plastics rose 4.0%, to ¥190,198 

million. 

Ltamnor *,a polyester f3m,Torayfan *, 
a polypropylene film, and Toraypej*, a 
polyolefine foam also showed sales volume 
increase for magnetic tape, packaging, and 
automobile ap pl ications. 

Composition of Net Sales 

Now Products 8 (VIDOOMMon) 

Othar B uotn a m S B 


Housing & 
Enginaemg 


Ctwmkate 

38j6 



The ABS resin Toyolac* sold well for 
office automation equipment applications, 
as did nylon resins and PBT resins for 
automobile applications. 

Chemicals 

Sales of chemicals reached ¥38 346 million, 
9.9% upon the previous 12-month figure. 

In fine and specialty chemicals, the sales 
of catalysts, pharmaceutical and agri- 
cultural intermedia tes , and resin additives 
increased. 

Boating and Engineering 
Sales in this sector surged 163%, to¥l 19,125 
million. Sales of office buildings, condo- 
miniums, and machinery and equipment 
were particularly strong. 

New Products and Other Easinesses 
Sales from new products and other busi- 
nesses expanded 63%, to ¥70,446 million. 

In advanced composite materials, 
Torayca*, a high-quality carbon fibre, had 
increased sales in Japan, where it is used in 
the manufacture of sports equipment. 
European and US.aiicraft producers' demand 
for the material boosted exports as well as 
the sales of Socidtedes Fibres de Carbone 
S A. (SOFICAR).Toray fc French subsidiary. 
Sales of composite products that use carbon 
fibre also grew. 

In pharmaceuticals and medical products, 
sales of Feron* (a natural imerferon-B) and 
Ftitryzer* (an artificial kidney) rose steadily. 


Non-textile sales are ris- 
ing steadily and accounted 
for 49.6% of consolidated to- 
tal net sales this financial 
year. Overthe longtenn,Toray 
has set die following targets: 
one third of net sales from 
fibres and textiles, one-third 
from plastics, and one-third 
form other businesses. 



Financial Review 1990 fr— ■ 

Among Toray Group mem- 

bers, 164 were treated as con- 1987 

soli dated. Investments in isb 6 b— 

unconsolidated subsidiaries 

and affiliated companies were accounted. 

for by the equity method. 

Toray ’s total assets reached ¥1,057, 012 
million at die financial year-end. and 
stockholders' equity rose to¥390,763 million. 
Total assets were up 9.3% , due mostly to 
increased capital investment and the steady 
expansion of the Company’s business. This 
year’s 103% return on stockholder’s equity 
is a record for the Company, and is roughly 
double what it was in 1986. The equity ratio 
reached 37.0%. 

Strong investment in research pushed 
R&D expenses up 1L5% this year; to ¥29,070 
million, outdoing even sales in terms of 
growth. Most of the money was earmarked 
for projects in carbon fibres, phar m aceuti c a l s, 
m ed i cal equipment, and electronic m ate ri al s . 

Capital investment climbed to ¥77,139 
million, a 22.0% increase. Funds were used 
for the construction of aLumirror* polyester 
film plant for the U.S. subsidiary Toray 
Plastics (America), lac., and for upgrading 


R&D Expenses 

(¥1000 MMon) 

1990 fr — — —— 
1969 

1988 1^^— — 

1987 — 

1988 gggg ■ 

Capital Investment 

pnoooMfion) 


modernized, and polyester operations were 
enhanced with new film facilities. 

Midterm Outlook 

The business environment is changing 
worldwide. Japan is faced with fluctuations 
in interest and exchange rates and a labour 
shortage, and is underpressure to change is 
economic structure. In the international 
arena, environmental awareness and evolving 
East-West relations will have major effects. 

Toray will respond by diversifying into 
promising new businesses and adopting a 
global management strategy. These meas- 
ures will enable Toray to become stronger 
and the Company has set a target of ¥1 tril- 
lion In consolidated sales by fiscal 1993. 


Yen amounts have been translated, for convenience 
only, at ¥260.54 to £(. Trillion indicates 1,000,000 
million. 

* Registered trademark ofToray Industries, Inc. 
This series of advertisements was produced by 
IR Japan, Inc. 
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EUROPEAN NEWS 


EC and Turkey I Havel’s countrymen elevate him to god-like status 


push on towards 
customs union 


By Leslie CoUtt 


VACLAV Havel is gazing with 
fatherly concent at his Allow Czecho- 
slovaks from thousands of election 


By David Buchan in Brussels 


THE European Community 
and Turkey should push on 
towards their long- standing 
goal of a customs union by the 
end of 1995. which together 
with EC industrial and finan- 
cial help might take the sting 
out of last year’s rejection of 
Ankara's bid to join the Com- 
munity. 

This is the thrust or a formal 
communication which the 
Commission yesterday sent to 
EC governments. It was wel- 
comed by Turkish diplomats In 
Brussels who said it would 
"re-establish broken bridges" 
between Brussels and Ankara. 

The proposed package of 
measures for Turkey contains 
little new. apart from promises 
of intensified industrial and 
technical co-operation and a 
closer political dialogue: 

• The goal of a customs union 
by the end of 1995 figured in 
Turkey's 1963 association 
accord with Brussels which 
also talked of eventual full EC 
entry, though Ankara has 
slipped well behind the EC in 
mutual tariff-cutting. 

• In the context of the 
‘‘revived" customs union plan, 
Brussels is offering to phase 
out textile import quotas by 
the start of 1996 for Turkey, 


which is the Community's big- 
gest outside textile supplier by 
volume. In the Gatt trade talks, 
the EC Is suggesting that all 
textile quotas be phased out, 
though over a 10-year period. 

• The Commission is retabl- 
ing its old proposal for 
Ecu600m (5726m) worth of 
largely preferential loans for 
Turkey, which were suspended 
in 1981 when the Turkish mili- 
tary took over for a time but 
which since the restoration of 
democratic rule have been 
blocked by Greece. 

However, Mr Abel Matutes, 
the EC commissioner responsi- 
ble for Mediterranean policy, 
said Turkey could expect to 
attract “large amounts of 
investment" If the customs 
union was achieved. 

Ringed in a customs union 
by the Community’s common 
external tariff, with no inter nal 
tariff barriers between it and 
the Twelve, “it would be as 
though Turkey were a member 
of the Community in this 
respect," said Mr Matutes. 

The commissioner said a 
customs union did not imply 
freedom for Turkey's large 
workforce to circulate within 
the Community, a concern of 
several EC states. 


Two days before Czechoslovakia’s 
elections, the o mnipresent portraits 
of the playwright president evoke 
embarrassing comparison with the 
personality cult of Us communist 
predecessors. 

But Mr Havel, the reviled 

former presidents - Element Gott- 
wald, Antonin Novotny am) Gustav 

Husak - Is idolised by his country* 
men for having restored Chechoslo- 
vakia's moral position among 
nations. So much so however, that be 
is sacrosanct, beyond even the mild- 
est criticism. 

*Tn the eyes of the people he has 
dntiR nothing which could be critic- 
ised. He Is a symbol," explained Ms 


Jana BysUnkova, of Chic Forum, Mr 
Havel's political movement. She 
admit te d thrmgh that a further rea- 
son for the nwrrfHrfll attitude was 
that after 40 years of communist dic- 
tatorship Czechoslovakia lacked the 
necessary political cultu re. _ 

The only suggestion of criticism of 
the president in the Czechoslovak 
media, uttered with the greatest cir- 
cumspection, Involved some o f Ms 
advisers, who were deemed insuffl- 


Havel’s decision to buy four BMWs 
for his nse and that of senior minis- 
ters met with some surprise in a 
nation of car crazy owners of under- 
powered Sfcodas. But everyone was 
willing to forgive the p^sldent 
“Havel Is untouchable, along with 
Cardinal [Frantisekj Tomasek," Mr 
Jaroslav Vels, an editor of the 


respected Lidove Novlny, reflected. 
yr™ newspaper backs Civic Forum but 
even the opposition media observed 
an on written law: as the personifica- 
tion of the new Czechoslovak ia, Mr 
Havel's image had to remain untar- 
nished. 

“No one feels it would be useful to 
criticise him," Mr Vels said. Foreign 
diplomats and journalists based in 
Prague, while fully acknowledging 
the president's high standards of con- 
duct in office, find It difficoit to sym- 
pathise with this uncritical appeal 

“Much as I admire him, treating 
the president like a demigod is unnat- 
ural and potentially dangerous,” a 
western ambassador observed. Indi- 
cations are that Mr Havel has qualms 
about the adulation he gets but is 
wwahia to persuade Ms supporters to 
be more critical. 


that Mr Havel fa 0 3oVaks of modem Czechoslovakia. MraSS 

S5S , !«SSK , *3 

thus be regarded as a betray we n_ painful economic choices S? 
th^confidratoinhum^ oslovak be forced on an economically jJS 
Conseqnengy, pressed nation which 
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controversy surronndmg Mr Hidra** 

Saefcer. the People's Party leader and 
Interior Minister appointed by the 


president. Although Mr Sacher was 
accused of delaying the Kicking ot 


BS3&S? SSSsSaas 

compromise. years. 


Prague Castle. ** 

President Havel said he is prepare 
to remain in office for a limned tens 
of two years if. as Is almost certain 
he is chosen by the parliament to ^ 
elected this week. Expressing a vW 
which is not widely shared gtsotw 
ordinary Czechoslovaks, Ms Ry^JJ 


Switzerland seeks 
IMF membership 



:*S^ Kohl adviser warns France to 

■ He a . ban tobacco 

Moscow over talks advertising 


By David Marsh in Bonn 


By Peter Rkldell, US Editor, in Washington 


Voters reading election posters in Sofia. The two leading parties are running neck and neck 


SWITZERLAND has formally 
applied for membership of the 
International Monetary Fund 
after many years of close infor- 
mal ties. 

The legal procedures both of 
the fund and of Switzerland 
itself could take several 
months but it could become a 
full member by the end of this 
year. Qualifying for member- 
ship of the fund is a precondi- 
tion for joining the World Bank 
and its affiliates, with which 
Switzerland has long been 
associated informally. 

Switzerland would be the 
last remaining western Indus- 
trialised country to join, 
though applications from cen- 
tral European countries 
Czechoslovakia and Bulgaria 
are currently being considered. 

Mr Michel Camdessus, the 
IMF managing director, visited 


Berne earlier this year to dis- 
cuss possible membership and 
the Swiss decision will be wel- 
comed by other industrial 
countries. 

The Swiss have been closely 
linked with the fund, being a 
member of the Group of 10 
industrial countries which pro- 
vide the IMF with loans, if 
needed, to be used in credits 
for nations with balance of 
payments problems. 

The IMF staff will now pre- 
pare a report on Switzerland, 
covering the amount of its 
quota or subscription, bow it 
will be paid and other condi- 
tions of membership. After this 
has been approved by IMF gov- 
ernors, Switzerland would 
have to pass legislation to sign 
the fund’s articles of agree- 
ment and to faifiii the obliga- 
tions of membership. 


Bulgarian election unlikely to 
produce stable government 


By Judy Dempsey in Sofia 


Commissioners divided 


By David Buchan in Brussels 


THE first political shots were 
fired yesterday in the Euro- 
pean Commission's drive to 
give some legislative content 
by mid-year to the European 
Social Charter, as the 17 Com- 
missioners divided on the right 
legal base for a plan to regu- 
late part-time work. 

At issue was a measure 
designed to get employers to 
give their part-time workers 
the same proportionate perks, 
pension cover, holiday rights 
as those they employ full-time. 


The UK government regards 
this as unwarranted interfer- 
ence with workers' choice. 

Yesterday Sir Leon Brittan, 
the former British Conserva- 
tive Party minister, Mr Martin 
Range mann, the German inter- 
nal market commissioner 
a few others, asked whether 
the Commission has sufficient 
justification to propose that 
the directive on part-time work 
should pass on a majority vote, 
not unanimity, of EC govern- 
ments. 


BULGARIA'S two main 
political parties - running 
neck-ami-neck just days before 
the country elects its first free 
parliament for more than 60 
years - are both likely to split 
after the election no matter 
which party wins. 

The emerging splits in the 
ruling Bulgarian Socialist (for- 
merly Communist) party and 
the Union of Democratic 
Forces, the umbrella for 16 par- 
ties, are bound to weaken 
atte mp ts by any coalition or 
party to tackle the economic 
crisis, push through reforms 
and deal with Bulgaria's debt 
repayments. 

Both sides now expect fresh 
elections to be held within the 
next 18 months even though 
the National Assembly has a 
four-year mandate. 

This uncertain political out- 
look arises because neither the 
BSP nor the UDF are suffi- 
ciently united to exercise 
power. Moreover, neither 
wants to rule alone. 

The BSP wants to form a 
coaliti o n with the UDF, even if 
the Communists win a major- 
ity of the National Assembly's 
400 seats because it does not 
want to take full responsibility 
for pulling the country out of 
the crisis. 


“The Communists want to 
share the blame when they 
face the electorate either next 
year or In four years time,” 
co mmented several Bulgarian 
journalists. 

Moreover, aides around Mr 
Andrei Lokanov, the Prime 
Minister and tacit head of the 
radical reform wing of the BSP 
- now divided into seven feud- 
ing factions - says he wants 
formally to break with the old 
Communist party. 

Attempts at splitting the 
party were postponed at its 
congress last January largely 
because Mr Alexander Lilov, 
the uninspiring lander of 
BSP, ana others correctly 
believed it would reduce the 
party's chances In the elec- 
tions. 

Once the elections are over, 
there will be little reason to 
keep the discredited party 
together. Indeed, some radical 
members privately hope the 
party will lose so that the hard- 
line rump can he permanently 
isolated and a new socialist 
party may perhaps become an 
effective parliamentary opposi- 
tion. 

The UDF, however, is in no 
better shape. 

Some of its affiliates, such as 
the Club for Glasnost and 


Perestroika which was in the 
limriigh* last year now play a 
minor role, while Mr Petar Der- 
tiiev's Social Democratic Party, 
the country's inter-war social- 
ist party, is gaining ground. 

Several have tiny constituen- 
cies of s up port while others, 

such as the Bul garian A grarian 

Popular Union, led by Mr 
Nikola Petkov, earlier this 
week made a tactical blunder 
by saying his party would soon 
withdraw from the DDF 
because it lacked leadership. 

This has matte life iHffiflilt 
for Mr Zhelyu Zhelev, the 
UDF’s cautious, somewhat 
un charismatic leader. Belat- 
edly he has tried to steer the 
UDF away from spending an 
inordinate amount of time crit- 
icising the BSP without spell- 
ing out Us economic policies, 
and has tried to temper the 
UDF’s nationalist/anti-ethnic 
Turkish lobbies. 

His problems are com- 
pounded by the one overriding 
disadvantage the UDF has had 
to face In this campaign: it has 
had no experience of practising 
the art of politics or of being 
an effective opposition. Bul- 
garia's fledgling democratic 
experiment of the inter-war 
period was snuffed oat after 
1945 by the Communist party. 


A TOP West German 
government official yesterday 
warned the Soviet Union 
against slowing down the “2 
pros 4” talks on German unity, 
pointing out the growing pres- 
sures to proceed with all- 
German elections at the end of 
the year. 

The official said Bonn was 
still hoping to reach agreement 
with the four Second World 
War victors over the military 
status of a united Germany 
before completing die internal 
process of foil political union. 

But he said any participant 
in the “2 plus 4” talks who 
at te mpted to let the negotia- 
tions “drag on” risked seeing 
“developments [in internal 
unity] run ahead.” 

The official - a senior 
adviser to Chancellor Helmut 
TEftKi — did not single out the 
Soviet Union by name. But his 
comments amounted to a clear 
warning to Moscow not to risk 
a stalemate by hlodting Nato 
mwwhwniiip of a Mwitad Ger- 
many. 

The official said a united 
Germany had the right to 
choose whether to become a 
member of Nato, which he 
stressed would have to change 
its structure and stra t egy. 

He also made clear that. 


although Nato troops would 
not be assigned to the area of 
the present East Germany, the 
current West German army, 
the Bundeswehr, would cover 
an the new Germany. 

The official estimated the 
size of a future German army 
at between 300,000 and 399,000 
troops. It win be made up of 
the current Bundeswehr - 
expected to be trimmed sub- 
stantially from its present 
strength of 490,000 men - and 
the East German National Peo- 
ple's Army (NVA). 

Contrary to earlier expecta- 
tions the NVA would not be 
disbanded by the present East 
German Government, but 

would be reduced from its pres- 
ent strength of about 135,000. 
Troops would be subsumed 
into the Bundeswehr after 
political unification, but they 
would not be integrated into 
Nato. 

The official suggested that 
the future German army 
s hou M serve in multinational 
brigades. Integrated with units 
from other Nato countries, as a 
way of reducing Soviet fears 
about German firepower. 

German troops could serve, 
alongside counterparts from 
other armies, in countries such 
as Britain and France. 
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£FS| Gorbachev seeks to 
keep Pact together 


By Quentin Pert in Moscow 


Efta split 
over talks 
with EC 


Truck sales suffer first fall in five years 


By John Griffiths 


By Robert Taylor 

in Stockholm 


THE European Free Trade 
Association (Efta) is seriously 
divided over its strategy for 
Imminent talks with the Euro- 
pean Commission on creation 
of a European Economic Space. 

Efta heads of government 
meet next week in the Swedish 
city of Gothenburg to celebrate 
the organisation's 30th anni- 
versary, but members are still 
far from, establishing an agreed 
negotiating position towards 
the EC when formal talks 
begin on June 20. 

The organisation’s High 
Level Steering Group, which is 
co-ordinating Efta's EES strat- 
egy. is due to meet twice next 


TRUCK sales in the 12 main 
markets of western Europe fell 
by 1 per cent in the first quar- 
ter of this year, ending five 
years of unin te rr u p t e d growth, 
according to statistics from 
Automotive Industry Data. 

The decline is likely to accel- 
erate during the year, the 
vehicle markets monitoring 
group said yesterday. 

But it said fears of a deep 
recession were probably mis- 
placed and that “a soft land- 
ing" was possible in which 
total sales for the year could be 
only 6 per cent down on the 
record set in 1989. 

Last year 32A500 trucks over 
3J> tonnes were sold, a 2.7 per 


cent increase over the previous 
record, set in 1979. 


West European Truck 


1st quarter 


Pessimism about tbs pros- 
pects for the market overall 
has been inspired by sharp 
downturns in the UK - where 
sales fell 25 per cent in the first 


quarter - and in Sweden, 
down 15.6 per cent 


down 15.6 per cent 

However, AID forecast that 
the downward trend in seven 
countries in the first quarter 


would be largely offset by con- 
tinuing growth in the West 
German market as unification 
with East Germany progressed. 
West Germany shies were up 
22.7 per cent on a year-on-year 
basis in the first quarter. 


country 

1990 

1889 

%ctiange 

Austria 

1,341 

1.273 

5.3 

Belgium 

3,477 

3,229 

7.7 

Denmark 

932 

S81 

-5.0 

Finland 

1.120 

1,198 

—6.5 

France 

15,437 

14.284 

8.1 

Germany 

19.308 

15,737 

22.7 

Italy 

8J200 

8,220 

— 0.2 

Netherlands 

3.661 

3£05 

-BJ> 

Norway 

1,008 

788 

27.9 

Spain 

6,100 

6.730 

-9.4 

Sweden 

1.530 

1,813 

-15.8 

UK 

14,281 

19.034 

-25.0 

Total 

76,395 

77,192 

- 1.0 


PRESIDENT Mikhail 
Gorbachev will today attempt 
to persuade the leaders of the 
tottering Warsaw Part to keep 
their «in»noB in being, at least 
until pan-European structures 
can be created to enmtain the 
German re-unification process. 

The crucial summit meeting 
of the new leaders of eastern 
Europe will have to consider 
the entire disarmament pro- 
cess and the consequences for 
them of German reunification. 

Last night, leaders of the 
three most obvious potential 
deserters firom the pact - East 
Germany, Hungary and 
Czechoslovakia - met to seek 
common ground in advance of 
the full-scale talks today, 
underlining the division which 
already exists. Poland, 
Romania and Bulgaria have 
shown much more sympathy 
for the Soviet strategy. 

Mr Gorbachev's most argent 
need is to get a common line 
from his allies towards the 
German reu n i ficati on process, 
in ardor to halt the movement 
of a united Germany into the 
rival NatO 8nianff m 

The Soviet position is that 
the Warsaw Fact can and win 
transform itself from a “mili- 
tary-political ” to a “political 
mili tary** organisation, with a 
common commitment to the 
pan-European peace and disar- 
mament process. 

“Of course, we expect a 
response from Nato, where 
unfortunately certain circles 
continue in their attempts to 


Mr James Baker, the US 
Secretary of State, said yes- 
terday a Soviet proposal on 
the military future of a 
united Germany was 
“vague” and stressed that 
Nato should remain Europe’s 
“guarantor of peace”, writes 
Hilary Barnes in Copen- 
hagen. 

Mr Baker said he had 
obtained “a little more 
insight” into Soviet propos- 
als at the Washington sum- 
mit for some agreement 
between the two alliances, 
Nato and the Warsaw Pact, 
as a means to resolving the 
German problem. 
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military structures,” Pravda, 


the Com m u n ist party newspa- 
per, said in a substantial com- 
mentary yesterday. 

As for a united Germany 
being a fun member of Nato, 
this would “cause imbalance 
an th continent,” Pravda said. 

In this the Soviet leader has 
clear allies in. Bulgaria and 
Romania, and indeed support 
from Mr Tadeusz Mazowiecki 
of Poland, who has also 
expressed his country’s need 
for a counter-balance to the 
fixture power of Germany. 

East European observers in 
Moscow believe that even the 
dissidents in the pact, while 
ultimately committed to leav- 
ing it, would not do so until all 
Soviet troops have withdrawn 
from their territories. 

The pact was formed 35 
years ago, and Its forces have 
always been dominated by the 
huge Red Army. 


Mitterrand pricks French conscience over low-paid 


which threaten to cloud the The Smic device for indexing the minimum wage is at the heart of the debate, writes William Dawkins 


organisation's birthday party, 
which will be attended by Mr 
Jacques Defers, the EC Presi- 
dent. 

Strenuous behind-the-scenes 
efforts can be expected over 
the next few days to restore at 
least a facade of unity in Efta. 
but there is a serious danger 
that the six member states will 
find it impossible to agree on a 
firm negotiating position 
acceptable to the EC. 

The division stems from 
Switzerland's determination to 
present the EC with the 
demand that numerous excep- 
tions be made to tbe common 
rules and laws covering the 
proposed EES. 

The Swiss delegation in 
Brussels has over the last two 
weeks secretly briefed selected 
figures in the Belgian capital 
to explain their proposal, 
which is seen as a wrecking 
tactic by some of their Nordic 
colleagues. 


P RESIDENT Francois 
Mitterrand is only too 
aware of the extent to 
which France's economic suc- 
cess has been built on the 
backs of the low-paid. 

His government’s skill In 
restraining wage growth while 
more or less keeping the work- 
force happy has won praise 
from economists. But it is an 
uncomfortable virtue for a 
good Socialist - and it shows 
in Mr Mitterrand’s declining 
popularity in the polls. 

In an effort to narrow the 
widening gap between rich and 
poor in France, Mr Mitterrand 
recently took the unusual step 
of asking the main French 
employers' organisation, the 
CNPF, to do something for the 
low-paid. 

The employers are In an 
arm-lock. If the CNPF and its 
164 professional branches fell 
to come up with ideas In the 


French ntinlimmi wage 
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next month or so, the Govern- 
ment will go ahead anyway 
and impose from July I an 
increase in the national mini- 
mum wage. 

Known as the Smic (Salaire 
Minimum Interprofessional de 


Croissance), this device for 
indexing the salaries of the 
lowest paid is today at the cen- 
tre of the debate on French 
economic management 

Tbe Smic has been routinely 
increased by central flat twice 
a year since its invention in 
1970, the difference this time 
being that the Government 
looks set to give it a more gen- 
erous extra push than usual, 
whatever the employers say. 

Keen to avoid conflict, the 
CNPFs leaders agree on the 
need to share out more of the 
fruits of success, while at the 
same time gently re minding 
the Government of the scope 
for reducing employers' social 
security contributions as a way 
of lifting low salaries. 

The decision will directly 
affect the 1.6m people earning 
the Smic, many of them 
women in small businesses. It 
will influence future $mfe 


and have a knock-on effect on 
wages all the way up the scale, 
incidentally threatening to dis- 
tort the Government’s attempt 
to narrow the gap. 

Tbe heart of the problem is 
that the Government has used 
the Smic over the past five 
years for precisely the opposite 
social policy for which it was 
designed. Until 1985, the Smic 
had helped close the gap 
between the low-paid and the 
rest. But since then. It has 
been allowed to erode the rela- 
tive value of the minimum 
wage. 

This trend is much In fine 
with the minimum wages of 
France’s main partners in the 
Organisation for Economic 
Cooperation and Development, 
especially Britain and the US. 
But it also reflects the declin- 
ing influence of the French 
Communist Party, the disarray 
o£ trade tmimm, and the Gov- 


ernment’s success in encourag- 
ing increasingly decentralised 
national wage talks. 

At its current monthly rate 
of FFr5056 (£543), the Smic 
stands at just over 45 per cent 
less than the average wage, a 
slightly wider gap thaw the 43 
per cent recorded by the 
French Labour Ministry in 
1985. 

Ten years ago, the gap was 
just over 56 per cent. 

Legally, the Smic must be 
increased by the difference 
between the inflation rate 
the purchasing power of aver- 
age salaries. The Government 
can also top it up - and by 
how much is what the detail of 

the current debate is about Mr 
Mr Jean-Pierre Soisson, the 
Labour Minister, is pushing for 
an increase of more than 2 per 
cent, wen over the L5 per cent 
minimum dictated by the for- 
mula, and a much larger 


top-up than doled out in recent 


A rise of this order appears 
““fra tbe support of an ini- 
tially cautious Mr Pierre Bere- 
govoy, the Finance Minister 

masterminded 

Frances recent economic suc- 
cess. The cost of this is likely 
tote nrarginai, predicted 

uomic observers. 

A generwm rise in the Smic 
could well stifle the creattanS 
® fey thousand low-paid jobs, 
wtedi tte Government coSd 
^toflamdingmoreonjob 

mcentives, so possibly stowinir 
fcSLHLEf 1 ? 1 ” & entthe 
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economic hus- 
bandry. But this bahuice might 
great deal moreaen- 

g the Smic feikto 
J^themosage to France^ 




FRANCE is to ban all 
advertisements for tobacco 
and most advertisements for 
alcoholic drink, starting from 
January 1 1993, writes Ian 
Davidson in Paris. Before then 
the Government will require 1 
phased cut in tbe volume of 
tobacco advertising, which la 
1991 will have to be a&e-thhtf 
lower than the average ta 
1974-75. The following year it 
will have to be two- thirds 
lower. 

The draft law adopted by tte 
Connell of Ministers yesterday 
follows completion of a ptMk- 
health report showing that 
tobacco and alcohol together 
account for some 100, Me 
deaths each year in France. 

The new law will also ban 
concealed tobacco advotidag, 
as in publicity for clothes, 
lighters or other products ear- 
tying the name and logo of 
cigarette brands, and win for- 
bid indirect tobacco advert* 
ing through sponsorship of 
sporting or cultural emits. 

The Government win 
increase tobacco taxes from 
next January so as to raise the 
price of cig ar e ttes by 15 per 
cent. 


Stainless steel price 
rise queried 


The European Canmriaskm Ins 
written to large European {se- 
ducers of stainless steel seek- 
ing an explanation for the sm- 
ilarity in timing and extent of 
their latest price rise, writes 
Lucy Kellaway in Brussels. 

The response may he used ag 
evidence in the Commission's 
investigation into a posslbb 
cartel among producers of 
stainless, which has been roo- 
tling fur two years. 


Semiconductor 
project widened 


Japanese and US companies 
which show sufficient commit- 
ment to Europe could partici- 
pate in the Jessl semiconduc- 
tor industry collaboration 
project, Mr Baimondn Palette, 
Jessi’s president, sahl yester- 
day, writes Michael SkapMar 
in Geneva. 

His statement, made at 1 
European semiconductor con- 
ference organised by tbe mb- 
sultants Dataquest, marks a 
substantial change in direction 
for Jessi, the $4bn Joint Euro- 
pean Submicron Silicon Initia- 
tive backed by the European 
Community, European govern- 
ments and high-technology 
companies. 


Former minister 
faces trial 


A Greek special court derided 
to go ahead with the trial of a 
former socialist minister on 


corruption charges, a bad 
omen for fanner Prime Kris- 
ter Andreas Papandzeoo, who 
also faces criminal charge* 
Reuter reports from Athens. 

The lfljudge panel darted 
unanimously yesterday to pro* 

ceed with the trial of Mr Nfto* 
Athanasopoulos, former dep- 
uty economy minister. Be is 
accused of fraud and forgery 
In a grain sale to the Europe® 
Community, which Art 
Greece $2JSra in 1987 fori*®;, 
ing off Yugoslav corn as Ckee* 
to avoid paying EC duties- 
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Every year, a third of the world’s crop production is 
lost due to pests, weeds and disease. However, ICI 
is feeding, protecting and even breeding resistance 



into crops to give them a better chance of survival. 
Which should help to give millions of people in the 
developing world a better chance of survival too. 
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Airbus to Istanbul. 
Everyday. 


T urkish Airlines takes you non-stop 
from London to Istanbul everyday 
AT 1 :45 P.M. WITH WIDE BODIED 
Airbuses. 

Starting July 1 st , on Sundays you will 

HAVE A SECOND CHOICE AT 1 :00 P.M. 

When Turkish Airlines takes you to 
Istanbul, you will not only enjoy the 
COMFORT OF BUSINESS CLASS SERVICE BUT AL- 
SO TAKE ADVANTAGE OF THE MOST CONVE- 
NIENT FLIGHT CONNECTIONS TO 20 MAJOR CIT- 
IES in the Middle East and the Far East. 

WHEN IT COMES TO FLYING TO TURKEY, THE 

Middle East or the Far East keep in mind 
that Turkish Airlines has more to offer. 

Km MORE WfflWAIWJI AND RESERVATIONS CALL US AT (071) 4 99-924 7/48 OR YOUR TRAVEL AGENT. 




TURKISH AIRLINES 
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EUROPEAN NEWS 

Europe looks to its own backyard 

Francis Ghiles reviews EC trade with east and south Mediterranean 

. . — growing I slamic fhndanw,., 


NOTICE TO HOLDERS OF 

MUTOW CO., LTD. 

Warrants to subscribe for shares of 
common stock of MUTOW CO., LTD. 

Issued in conjunction with 
U.S. $50,000,000 

4% per cent. Guaranteed Bonds 1993 

Mu tow Co., Ltd. (the ‘‘Company’*) has, at its genera] m eeting 
of shareholders, resolved upon the change of its nnancia] year-ena 
from the end of February to 31st March. As a t rans itional measure, 
the Company will have a seven month financial period running 
from 1st March, 1990 until 30th September, 1990 and a six month 
financial period running from 1st October, 1990 until 31st Match, 
1991 inclusive and thereafter its financial year will run from 1st 


March and 30th September; respectively, in each year. 

MUTOW CO m UTD. 

Dated: June 7, 1990 


AEROSPACE 

The Financial Times proposes to publish Ibis survey 
on: 

29th August 1990 

For a full editorial synopsis and advertis em ent 
please contact 

fan Ely-Corbett 
on 071 873 3389 

or write to him at : 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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RAND MINES 


EAST RAND 
PROPRIETARY MINES, 
LIMITED 

flncc ip oraiad 10 the Republic of Sooth Africa) 
Rooatni mm NO. D 1/00773/06 


APPOINT MEN T OF COMMISS ION OF INQUIRY 
INTO GOVERNMENT AID TO THE COMPANY 

In the light or recent declines in the rand price of gold, a 
further rationalisation and financing plan for the survival of 
the mine was submitted to the government some weeks ago. 
This plan was compiled and recommended jointly by the 
government's inter-departmental committee on assistance to 
marginal mines, the company and its major creditors. 

The following is an extract bom a press release issued by the 
Minister of Mineral and Energy Affairs and Public 
Enterprises on 6 June 1890. 

”561016 considering any farther assistance. Government has 
decided that a Commission of Inquiry shall urgently and 
comprehensively inquire into and report an the mining 
activities and management of East Rand Proprietary Mines, 
Limited (ERPM), the factors affecting the desirability of the 
continuation of financial support by the Government to ERPM 
and the principle of such support; the implications of ERPM 
continuing its business in its present or another farm or not at 
all, and such other matters in relation to the aforegoing which 
the Commission deems fit.” 

The company will give the commission the highest level of 
co-operation and assistance but unless a favourable decision 
bom government on the latest funding proposals is received 
speedily the mine may have to close. 

RagistaxBd Office: Secretarial in the United Kingdom 

ISth Floor, The Cornet House Viaduct C aipuiai e Se rv ices Limited 
63 Fox Street 40 Holborn Viaduct 

Johannesburg 2001 London EC1P 1AJ 

(PO Box 62370. Marshalltown. 2 107} 

JOHANNESBURG 
G June 1990 


T HE countries on the 
eastern and southern 
shore of the Mediterra- 
nean conjure up stereotyped 
jpia qpa in the European mind 
- that of the terrorist the ille- 
gal immigrant or the exotic 

holiday. 

More recently, the growing 

Tim nifarta ti Q ns of Tn|amic fun- 
damentalism have sent an 
unwelcome frisson through 
western European countries 
such as the UK and F ranc e. 
siting last autumn the atten- 
tion commanded by eastern 
Europe has relegated even far- 
ther what interest there might 
be in the countries in Europe's 
backyard. 

Yet what happens in these 
countries will weigh heavily on 
the European Community's 
security, and EC are 

working on proposals to 
improve relations. 

Their population will more 
than double to 400m over the 
25 years while that of .the EC 
will not change significantly. 

As living standards 
and unemplo y ment rises, the 
numbers of those seeking to 
cross the Mediterranean, 
legally or not, will continue to 
rise, adding to ihn problems of 

jramigriiM^ n in fjw EC. 

In trade terms, these coun- 
tries represent the European 
Community's third largest cus- 
tomer and fourth largest sup- 
plier. The trade surplus in 
favour of the EC was Ecu7bn 

(9&5bn) in 1988, a figure com- 
parable to that registered by 
the EC in its trade with the 
countries of the European Free 
Trade Association. 

Algeria and Egypt provide 
one fifth of the energy 
imported by the EC. The gas 
pipeline which carries Algerian 
gas to Italy Vf been sncces- 
fuHy operating for 10 years and 
it was decided, last year, to 
increase its capacity by 50 per 
cent. EC imports conld 
Increase further if the second 
projected gas pipeline to Spain 
is ever built. 

Yet, as the Commission 
paints out in a document on its 
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Mediterranean co-oper ation 
policy, the net flow of govern- 
ment loams from the EC 
between 1978 and 1989 repre- 
sented 3 per cent of these coun- 
tries’ total capital formation. If 
bilateral aid and loans from 
individual member states are 
Included, the figure rises to 30 
per cent. This compares with 
31 per re*"* from the US — al- 
though most of that goes to 
Israel and Egypt - and 28 per 
cent from Opec countries. 

D ESPITE the free access 
to EC markets enjoyed 
by most goods manu- 
factured in the Mediterranean 
countries, there has been no 
EC industrial Investment, 
apart from in the textile sector. 
The report cites four factors 
which have held European 

rwmpwTiiftfi back; 

• The economic policies pur- 
sued by these countries have 
been “Inadequate.” This is a 
polite way of saying that they 
have been dominated by pow- 
erful state bureaucracies ami 
vested interests which, until 
recently, have offered little in 
the way of encouragement, let 
alone legal guarantees to pri- 
vate investors. Whereas Spain 
receives, on average, $5bn 
wrath of private foreign invest- 
ment annually, Turkey nets 
only $500m and the three cen- 
tral Maghreb states 3100m. 

• Labour ^productivity is 


HUTCH ttiwrwL 

cost regions, such as south-east 
Asia 

• National markets are often 
small, purchasing power mod- 
est and trade between the Med- 
iterranean countries insignifi- 
cant. For instance, trade 
between Algeria, Morocco and 
Tunisia accounts for roughly 
L5 per cent of these countries* 
trade. 

• As a result, and with the 
partial exception of textiles 
and clothing, most of these 
countries do not have a speci- 
alised workforce. 

The authors of the report 
are, however, encouraged by 
the policies of economic reform 
tmartwi since the mid-1980s. “If 
systematically pursued, they 
might lead to a substantial 
increase in private invest- 
ment" 

Another essential aspect of 
relations between the two 
groups of countries concerns 
immigrati on. All new immigra- 
tion from the Maghreb was 
stopped in 1975, thus depriving 
north African stales of a vital 
safety valve. Since then depen- 
dents have been allowed in and 
ifipgui immigration has, inevi- 
tably, continued. 

But north African countries, 
faced with a fast rising popula- 
tion and declining living stan- 
dards, have few new yobs to 
offer their young, who are 
ideal recruits for the ever 


growing Islamic foodauiMjai. 
1st groups. 

Mr Abel Matutes, the r* 
commissioner responsible 
relations with developing **5 
tries, has the foil 
France, Italy, Spain andl&tS 

gal as he seeta to promote: 
policy of joint ventures anS 
Private enterprise and nS£ 
technical help. 

B UDGET funds for dferoL 
oping countries outride 
the African, CarfbgS 
and Jr’arafic area will also t* 
increased by stages from 
EcufflOm m 1990 to Eculbn 5 
1 992, a figure equal to fon£ 
available to eastern EuropT™ 
this total, about Ecu440m are 
expected to be earmarked S 
Mediterranean countries. 

Some officials in Brussels 
concede the new offer is link 
short of “farcical". It shmjy 
underlines that the EC £ 
bereft of a long-term strategy 
towards a region which Hesoa 
its southern doorstep. 

Such figures pale even far. 
ther when compared with the 
burden of external debt and 
the net outflow of hard cur- 
rency which these countries 
have experienced In recent 
years. The money will be of 
little help for governments try- 
ing to find jobs for evergrow. 
fog numbers of new entreats to 
the labour market. They wm 
in short, not encourage north 
Africans and Turks to stay at 
home. 

Meanwhile, everyone is 
aware that the Mediterranean 
cannot be fenced off. As ooe 
official in Brussels sadly 
mused: “What would Europe 
have done in the 19th and 20th 
centuries if many of its c&a. 
dren had not been able to eud- 
grate to North America, Aus- 
tralia and the colonies?" ' 

One senior Commisswa offi- 
cial put it more bluntly. Only a 
major political upset, he 
argued, one which would 
the Islamic fundamentalists to 
the fore, would concentrate tto 
EC mind and might nwHp ^ 
purse. 


Government forced to defend Guardia 


By Paler Brace in Madrid 

NEARLY 15 years after the 
death of the Spanish dictator. 
General Francisco Franco, 
Madrid’s socialist Government 
is befog forced to come to the 
defence of one -of his most 
unloved instruments of power 
- the Guardia Civil. 

Monos arriba y DNI en la 
boca (hands up and ID card in 
the month) used to be a famil- 
iar cry when the guardia 
raided a bar looking for mal- 
contents during the dictator- 
ship, but in a modernising 
Spain someone just to try 
and draw the 66, 000-strong 
Guardia Into the democratic 
process by forming trade 
unions within its ranks. But it 
has proven to be a very danger- 
ous thing to do. 

Corporal Manuel Rosa, the 
son of a Guardia and a member 
of the proud corps since 1971, 
has been fighting to form a 
trade union in the Guardia 
Civil for four years and has 
been frequently jailed for his 
trouble. At one point, the 
authorities tried to force him 


to take psychiatric tests. 

Corporal Rosa is, however, 
just the tip of a malevolent ice- 
berg in the Guardia. Spanish 
newspapers frequently publish 
pictures of hooded Guardia 
maeting to call for unionisa- 
tion. The socialist Government 
is embarrassed and the Interior 
Minister, Mr Jose Corcuera, 
liimurif a tough trade unionist, 
has been forced to fight off his 
erstwhile comrades. 

Spain’s national police force 
is already thoroughly union- 
ised, and Mr Corcuera is under 
constant attack by two civil 
police unions for failing, they 
claim, to meet promises made 
a year ago on working prac- 
tises. Smaller police unions axe 
planning protests in Madrid 
today. Spain's two main trade 
union leaders, Mr Nicolas 
Redondo of fire socialist UGT 
and Mr Antonio Guiterrex of 
the communist-led Comisiones 
Obreras, recently paid a highly 
publicised “support” visit to 
Corpral Rosa at the Alcala de 
henares prison near Madrid, 


afterwards to help 
in the fi ght for Guardia unioni- 
sation. 

But the Guardia is a differ- 
ent matter. Styled along the 
line of the French Gendarme, it 
is a military body n|ufar Span- 
ish law and the Guardia that 
man Spanish border posts, its 
roads and its coast are, essen- 
tially, soldiers. Although much 
tnodemfiapd and now headed hy 
a civilian, the Guardia Civil 
remains the key to the Govern- 
ment’s fight against terrorism 
in fixe Basque Country and is 
its most effective force in the 
fight against drag trafficking: 

The Government now 
appears to be considering a dif- 
ferent taCk. Prime Minlat^r 
Felipe Gonzalez flatly refused 
earner this week to contem- 
plate the formation of trade 
unions in the Guardia Civfl. 
The craps, he insisted, “feels 
that one of the elements of its 
security is its military charac- 
ter.” In order to get around the 
Guardia leadership’s instinc- 
tive animosity towards unfoni- 



Mr Gonzalez: refuses to 
consider anion for Guardia 
satum, the Government Is now- 
considering legislation that 
would force the from 

the corps of anyone who tried 
to form a trade union in it 
That would at least avoid the 
uncomfortable practice of a 
socialist administration actc- 
ally sending people to jail for 
wanting to be trade unianisfa. 
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Only one car is 
tested as thoroughly 
as a new 

N Mercedes-Benz 


Qli:ilitv Used Can-. 


• /r • .r . 

*--*''■* / 4 C r . - *.r.’ 






Step into a used Mercedes-Benz at your local 
authorised dealership, and you'll be raking the wheel 
of a car that has been meticulously prepared for 
sale. Nothing is taken for granted. Every franchised 
Mercedes- Bens dealer works methodically to a 
check-Jist to ensure every flaw is corrected. 

The deep -gloss paintwork is then restored to a 
burnished shine, and the interior will be immaculate. 

Every customer is supplied with a copy of his 




car's check-list, and with at least 12-months’ mech- 
anical insurance. That's what the Approved Quality 
Used Car Plan symbol means. Not only does it 

ensure your peace of mind, it is the stamp of 

the dealer's confidence in the car he is selling. 
The Used Car Plan protects the owner against 
major and minor mechanical failures, and allows 
for generous roadside assistance in the event of 
a breakdown. 


However you look at it - from the Integrity of the 
Original build quality, to the thoroughness of pre-sale 
preparation and on-going dealer care and support - 
a used Mercedes-Benz bought from an authorised 
dealer will very likely be the most reliable car purchase 
you've ever made. 


Engineered Like No Other Car 
In The World 


rv WHY DO JAPANESE 
*4 COMPANIES HAVE A 
YEW FOR TYNE & WEAR'! 


Is iL.. 

(a) The 20% capital assistance available to 
businesses setting up or relocating in the 
Tyne & Wear area? 

or 

(b) The laige pool of available skilled labour 
and lower overheads? 

or 

(c) The availability of prime sites and factory 
space with excellent communications tb:all, 
parts of Great Britain, Europe and the rest, 
of the world? 


H to ‘^ now why major manufacturers 

HASHmOTO, KOMATSU, MITSUMI and 
wi&SAN all chose Tyne & Wear as their 
European base, call Tyne & Wfear Development 
Company on (Q91) 415 0003 today. 

y* N > 


Manager. 

C.-nl .ini 1, 0 * u C , °Pr™>nt Como^n, 

Tc,: (0r -' ,) 4,5 ° C « fV'x: I031J 4,e 0D60 



O' 


PANAMA 

H luilw*f lMfrjMHUte ftill mItW* j 

wl*e hoc te’3MauoHi<Mft* il 







foe**'- 

m.*- 


W Jr * v 



Mfr-*** •■ -. 
***** 




A ricot Computers pic have always had a name 
for producing state of the art hardware. 

Apricot QMnpul^ limited will have an even 

better one. As an autonomous division of 
Mitsubishi Electric, a 20 billion dollar worldwide 
corporation, we'll be keeping our name and we 11 
^I’nn e to design, develop an d marnifactae pnce 
performance micro-computers m the UK, under 
the Apricot brand- 


apricot 

THE NETWORKERS 


But, with the resources of Mitsubishi behind 
us, we’ll be able to generate and produce an even 

xrider and better range. We’ll also be increasing our 

presence in the European, US and Japanese 
markets. 

Put more simply, we’ll be growing healthily, 
cultivating new markets and nurturing new 
products. 

Flourishing more than ever, in feet 


Apricot Computers Limited is a subsidiary of ^MITSUBISHI ELECTRIC 
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Clothing 
industry 
warned of 
tough times 

By Alice Rawsthom 

THE British clothing industry 
must prepare itself for a pro- 
longed period of sluggish 
growth and fierce international 
competition in the 1990s 
according to a new study by 
the TMS Partnership, a 
research consultancy. 

The TMS study suggests that 
the industry's present prob- 
lems are not simply a 
short-term response to the eco- 
nomic slowdown, but are a 
reflection of longer-term 
changes in the structure of the ! 
clothing market 
One problem for the industry 
is its lack of competitiveness in 
the international marketplace. , 
The Asian and North African 
manufacturers will continue to | 
win market share away from 
British companies at the lower 
end of the market. The West 
Germans, French and Italians 
will continue to dominate the 
upper end. 

"The British Clothing Market 
Overview". TMS Partnership, 
182 Upper Richmond Road, 
London SW1S 2SH, £300. 


Former Nato chief calls on 
EC to assume defence role 


By Davfd White, Defence Correspondent 

LOAD CARRINGTON, a former 
Nato secretary-general, yester- 
day came out in favour of a 
defence role for the European 
Community. 

He told the Commons 
Defence Committee, which is 
inquiring Into the implications 
of changes in eastern Europe, 
that the EC could not move 
forward without discussing 
security. The Community 
“must be involved in the 
ftiture of our defence” he said. 

However, the US should also 
be involved in the early stages 
of consultation, he said, sug- 
gesting a treaty between the 
EC and non-EC Nato members. 

But he emphasised that such a Lord Carrir 

change could only t a k e place 

in the medium to long term. since it was i 

It would be “very danger- of stability" 
ous" in the eyes of US public Mr Denis 
opinion and the Congress to Defence Sea 
try to supersede the present 1960s, argued 
alliance. “You’ve got to make out of Nato 
the Americans feel that it’s raining an ii 
Still NatO,” he said. jn the alliar 

Lord Carrington, a former not play a s 
Conservative Defence Sec re- role, 
tary and Foreign Secretary, He placed 
said he opposed admitting new on the evoln 
members to the Community tlon Confen 



Lord Carrington 

since it was one of the “Islands 
of stability" in Europe. 

Mr Denis Healey, Labour 
Defence Secretary in the late 
1960s, argued that, with Ireland, 
out of Nato and France main- 
taining an independent stance 
in the alliance, the EC could 
not play a significant defence 
role. 

He placed greater 
on the evolution of the 35-na- 
tlon Conference on Security 


and Cooperation in Europe. . 

Hie CSCE would “police the 
whole of Europe against the 
possibility of armed conflicts 
arising, especially between 
some of the new democratic 
states,” Mr Healey said. 

Nato had “no fixture” as a 
bloc to deal with a military 
threat from another bloc, but 
could serve to represent West- 
ern views on how to or ganise a 
new security structure. 

He argued that the reduced 
threat from the East was an 
opportunity for a “massive 
rethink" of British defence 
spending. 

The two men disagreed on 
the wisdom of Nato deploying 
a nuclear Tactical Air-to-Sur- 
face Missile (TASM) in place of 
European-based ground- 
launched weapons. 

Lord Carrington recognised 
that it might be difficult to per- 
suade more than “a couple of 
countries” to take the weap- 
ons, but said Nato “would have 
to live with it.” Mr Healey said 
deployment would be “a mis- 
take,” and it would be “crazy” 
for the UK to accept tire weap- 
ons on its own. 


Brussels to hear pharmaceutical complaints 


ByPeter Marsh 

OFFICIALS from the European 
Commission are to hear com- 
plaints from UK pharmaceuti- 
cal traders that they are dis- 
criminated against by Europe's 
big medicines companies. 

The UK Association of Paral- 
lel Importers (API) has been 
invited to Brussels to give evi- 
dence to civil servants prepar- 
ing for the introduction of the 
single European Community 
market after 1992. 

Mr John Barker, chairman of 
the association, said yesterday 


that large drag companies 
often used unfair practices to 
reduce the volume of drug 
imports into Britain. 

Mr Barker, who will talk 
today to officials at the com- 
mission's single-market direc- 
torate, said the practices of the 
large companies were in many 
cases anti-competitive. 

The discussions in Brussels 
will form part of the commis- 
sion’s efforts to devise new reg- 
ulations for western Europe's 
£25bn-a-year pharmaceutical 


industry after 1992. 

Parallel importing of drags 
applies to specific formulations 
rnariB by a single manufacturer 
in a number of European coun- 
tries. The price of these prod- 
ucts often varies greatly across 
the community, due to differ- 
ent pricing regimes in individ- 
ual nations. 

Imports of this kind require 
specific product licences from 
individual countries’ drug-lic- 
ensing bodies. Roughly 250. 
licences are In force in Britain 


for medicines imports. 

Britain, where drag prices 
are relatively hi g h, seen 
parallel imports rise signifi- 
cantly in recent years. They 
account for an estimated 7 per 
cent of the £L8bn a year spent 
by the National Health Service 
on drugs prescribed by general 


After 1992, the European 
Commission hopes to set up a 
pan-European registration sys- 
tem for medicines that would 
increase drug trade. 


Iveco Ford 
ends strike 
with 11.5% 
pay offer 

By John Gapper, Labour 
Editor 


A seven-week strike at Iveco. 
Ford, the UK truck maker, 
ended yesterday when 1,100 
workers voted to accept a two- 
year pay offer worth at least 
1L5 per cent immediately, and 
probably a Anther 9 per cent 
from November. 

The deal, which is file high- 
est basic pay settlement in the 
motor Industry this year, was 
reached after workers agreed 
to new working practices, 
including a new team-leader 
grade and training in extra 
skills Ear craft workers. 

The company - a jointly 
owned subsidiary of Ford of 
the US and Iveco of Italy 
- has added two extra skilled 
grades on top oS its existing 
five-grade structure which will 
allow about SO sUHed workers 
to gain pay increases aS about 
27 per cent within a year. 

The deal, one of the highest 
bine-collar settlements this 
year, co mprises 9.25 per cent 
phis a Z25 pm cent flexibility 
payment A further 9 par cent 
is due to be paid in November 
this year. 

The settlement date was last 
November, but the dispute 
over new working practices 
was so protracted that a deal 
was only agreed yesterday at 
the company’s plant in Lan- 
gley, west of London. 

Hie company said it won 
agreement to working 

arrangements belntna to 
it competitive with other 
plants of Iveco, a subsidiary of 
Flat. 

Mr Tony Woodley, of the 
TGWU general workers union, 
said the deal was w dis&xn>oint- 
lng” because the flexibility 
payments for employees to 
work under hourly-paid team 
leaders were small. 
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Kindly supply detailed information on 
Roncaglia OPR mills 


Company (Principals only) 


Country 


RONCAGLIA OPR Flour Mills 

THE KEY TO PROFIT 

The flour mOliag technology developed over the past 35 years by Roncaglia OPR 
enables bakers, farmer*. large users of floor, grits and semolina, such as 
breweries, pasta factories, etc, to set up their own independent floor mill . 

LOW INVESTMENT 

Roncaglia SPA has rationalized the processing of grain and drastically cut in- 
vestment cost*. The amount of capita] required for installation of a RnnragUa 
OPR flour mill is the lowest around today. A simple structure, 5 metres high, 
is sufficient to house Roncaglia OPR plants. 

HIGH PROFITS 

The high returns made possible by Roncaglia OPR internationally patented 
plants reduce the lock-up time for capital and allow rapid industrial growth. 

TECHNICAL ASSISTANCE 

On site installation and start-up are handled by experienced whose 

cooperation with the customer guarantees smooth commissioning. After sales 
service includes assistance that is folly able to ensure maximum plant efficien- 
cy at all times and in all parts of the world. 

SELF-SUFFICIENCY 

A network of autonomous Roncaglia OPR milling plants throughout the nation 
creates national self-sufficiency in flour production, thus directly contributing 
to the social and economic development of the country. 



Offldne Roncaglia S.p.A. - Engineering Works - P.O. BOX 519 
41100 Modena - Italy - Phone + 39 59 218899 (series) + 39 59 218551 (series) 
Telefax + 39 59 218820 - Telex 522222 - 522311 - 519169 Roncal 1 
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More £ 40 m was yes te rday gambled on the outcome of the Derby, Britain’s richest 
flat race Md at Bosom, south of London. Quest for Fame, (pictured above, second from 


flat race held at Epsom, south of London. Quest^F^^i«™ ™ve, seomd from 
the left) won the race ridden by Pat Eddery in front of a crowd of half a million peo^ 

THE GUINNESS TRIAL 

Saunders denies receiving 
warning on takeover bid 


by Raymond Hughes 

MR ERNEST SAUNDERS 
yesterday firmly denied that 
Guinness’s solicitors ever 
warned the company that an 
agreement it made in Its take- 
over bid for Distillers might be 
a broach of ffrimirmi law. 

The former Guinness chair- 
man and chief executive was 
speaking about an agreement 
under which Guinness, which 
had come in as a “white 
knight” to save Distillers from 
an unwelcome bid by Argyll, 
would have its bid costs paid 
by Distillers. 

He said Mr Anthony Salz, of 
(Sty solicitors FreshfleMs, had 
not advised a Guinness board 
meeting on January 19, 1986, 
that the costs agreement might 
be illegal under the Companies 
Act 

Mr Sa tinders was giving evi- 
dence for the second day in the 
sixteen-week trial in which he, 
Mr Gerald Ronson, ^hah-man 
of the Heron group, Mr 
Anthony Fames, a City stock- 
broker, and Sir Jack Lyons, the 
millionaire financier, deny 
charges miring from an alleg- 
edly unlawful share support 
operation mounted by Guin- 
ness during the battle for Dis- 
tillers. 

Mr Justice Henry told Mr 
Saunders that Mr Salz had 
given evidence that he had 
mentioned section 151 of the 
1985 Companies Act to Mr 
Saunders. 

*Tm afraid that is hot right,” 
Mr Saunders said. 

Section 151 prohibits a com- 
pany giving financial assis- 
tance for the purchase of its 
own shares, save in certain 
limited circumstances. 

Mr Saunders said that late 
1985, when Guinness had been 
seriously considering bidding 
for Distillers, had been an era 
of “megabid mania”. 

Guinness's advisers - Mor- 
gan Grenfell, its merchant 
bank, Cazenove, its stockbro- 
kers, and Bain & Co, its man- 
agement consultants - had 
been “pushy and bullish” 


about a bid for Distillers, Mr 
Saunders said. 

Earlier Mr Ferguson had 
referred to a suggestion that 
jn*qiri«ritinnn by Guinness, cul- 
minating in Distillers, had 
been “some form of megaloma- 
nia'’ on Mr Saunders' part : “an 
ego trip for Ernest Saunders.” 

That, Mr Saunders said, was 
^just nonsense.” 

Thera had been straightfor- 
ward reasons for the Distillers 
acquisition and that of Bells 
which had preceded it in 1985. 

Guinness had had only one 
brand. Its retail business was a 
useful, but limited, source of 
secondary profit in the UK, but 
it was stuck with a market cap- 
italisation of about £300m. 

This was much less than the 
UK drinks majors like Allied 
Lyons and Bass - quite apart 
from those in Japan, the US 
and Austr alia 

Guinness fell between the 
regional brewers and the “big 
boys” and it had been advised 
by Morgan Grenfell and Cazen- 
ove to make a major acquisi- 
tion and become a world 
player, or risk being taken 
over. 

Mr Saunders said that Dis- 
tillers had long been a possible 
target for Guinness. 

He had discussed a possible 
bid with Mr Roux and Lord 
Iveagh, then Guinness chair- 
man, In September/October, 
1985. 

Mr Roux, tike Mir Saunders 
himself, had not been anxious 
to get into another unpleasant, 
acrimonious bid so soon after 
the Bells takeover, and had 
agreed to “watch and wait.” 

Lord Iveagh’s reaction, said 
Mr Saunders, had been 
“remarkable." 

His attitude had been that 
anything that would restore 
the Guinness family reputation 
and put the Guinness company 
on the world map would have 
his complete support 

Mr Tom Ward, a US lawyer 
who had by then become a 
Guinness director, “always a 


great enthusiast for any deal” 
had been “extremely baHah' 
about a Distillers fed, Mr Sana- 
ders said. 

Mr Ward had established 
himself as probably the most 
powerful Guinness non-exo* 
tive director. 

Mr. Ward had also estab- 
lished a working relationship 
with Mr Roux that was abnoet 

■ “an unspoken partnership* Mr 

■ Saunders said. 

They had been the two km 
Guinness people involved in 
legal and financial matters; 

Mr Saunders said he utterly 
rejected the suggestion ffotMr 
Ward's appointment' to -the 
Guinness board had been, an 
examp le of Mr Saunders few 
ing in his “cronies or pals”. 

He said he had introduxd 
Mr Ward to Guinness because 
the company had needed an 
American lawyer ami he bad 
seen Mr Ward's abilities when 
they had both worked for Nes- 
tle. 

It had been Mr Ward who 
had suggested the costs , agree- 
ment with Distillers, Mr Sum. 
ders said. 

Mr Ward's one caveat to Us 
otherwise unbridled enthusi- 
asm for a Distillers bid, had 
been that the downside for (be 
Guinness shareholders was tie 
real possibility of a bid being 
referred to the Monopolies and 
Mergers Commission,- which 
could cost Guinness up to s 
year's profi t s. " f -- '■ 

Another potential stwnhHng 
block had been the question of 
the chairman of the new, 
merged company, it bring felt 
that neither Lead Iveagh nor 
Mr David C onnell , chairman of 
Distillers, would be credible 88 
chair man of a £3bn company. 

It had been decided that Sir 
Thomas Risk, governor of the 
Bank of Scotland, should be 
the chairman. 

Had Mr Saunders pot him- 
self forward as chairman 7 
asked Mr Ferguson. 

Mr Saunders said he had not 

The trial continues today. 
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Man held in 
Cyprus over 
£2 92m City 
theft case 

&Ms sr ra - 

TURKISH-CYPRIOT 
have arrest pH P°Uce 

bclievewas aw ““ they 
negotiate £« «’&*"££ 

S«i , 5B5S&^ a 

&“» ^ >Sffsias 

oay- He was found to h*» m 
Possession of 86 of 3L 

gassai 

worth £80.5m. Were 

Mr Bullici was arrested a f»™- 

he was interviewed by British 
poUce. Two British tourSte 
reportedly handed ove7u2 
“Curtis to Mr BidScL w^ 
then deposited themlSh 
Cyprus Credit Bank. 

The Bank of England 
about £250 million of 
additional liquidity into Lon- 
don s money markets on the 
same day as the theft of the 
securities from a City messen- 
gerjrom Sheppards money bro- 


House of Lords 


Labour demands 
agreement on 
changes in Europe 

By Alison Smith 


Smith 

ffiHfoRTY agreement on 
constitutional change in the 
European Community, was 

cSd!Li!! r y f 8t ff d ®y by Lord 
ribSr 7 ? a* . Peiu, hos, the 
Labour leader m the House of 

kwds, as he warned that vigi. 
S““* was needed to stop the 
.democratic deficit” im-r^ R _ 
mg. wr 

He said the Community had 
gained powers from momi^r 
PanumenU, but that this 

transfer rtf wwmHw k«a v.«4 w 


and sera- 


accompanied by 
crude 

tiny. 

“We know fejan experience 
m this country fl«it 
cratic agencies can accumulate 
powers unobtrusively, like a 
thief in the night Autocracy 
Uves just around the corner 
from every one of us, and it 
needs to be watched all the 
time." 

Opening the debate on Ettro- 
pean union. Lord Jenkins of 
Billhead, the Liberal Democrat 
leader in the Lords and a for- 
mer head of the European 
Commission, said that to stop 
the “democratic deficit" grow- 
ing unacceptably, the United 


Kin gdo m must give up sente of 
its “apparently deep-seated 
anti-European Parliament prei- 
ndice," which had deeply dis- 
appointed other EC countries. 

xhev had thought that qrfth 
our great parliamentary tradi- 
tion we would have a very spe- 
cial contribution to make 
They find that we are mostly 
concerned with finding out 
what ifs doing and telling it to 
stop," he said. 

Making his first speech in 
the House, Lord Richard, a far- 
mer EC commissioner, warned 
that UK could find itself 
standing outside <Uaen««iOT 8 
about greater- democratic 
accountability In the EC. 

Lard Brabazan of Tare, the 
Foreign Office minister. 
insisted that the British were 
pot isolated on the question of 

InwtiUillfiTwtT rhanpwa 

He said there was support 
for many of the UK’s propos- 
als, such as improving the 
financial accountability of the 
European Commission to t h** 
European Parliament, though 
there was scope for impro vin g 
foreign policy co-ordinat- 
ion. 


Tension between City and industry worries CBI 


By Charles Leadbeatar, Industrial Editor 


this Confederation of British 
Industry is to re-examine rela- 
tions between the City and 
industry in the light of persis- 
tent unease among manufac- 
turing companies that they are 
under too much pressure to 
perform well in the short tom 
at the expense of kmger-tenn 
investments. 

Sir Brian Corby, the CBTs 
newly elected president, told 
800 bumnesamen at the Lord 


Mayor’s City banquet last 
night that he doubted whether 
enough had beat done to 
improve relations after a 
report by a co nfed eratio n task 
force three years ago. 

Sir Brian, who u chairman 
of the Prudential, said tendons 
between mana ge r s and share- 
holders were natural, but they 
seemed to bedevil some UK 
manufacturing companies. 
"Communication between 


management and financial 
institutions has undoubtedly 
improved," he said. "But it is 

rawHng mnrr p anil HiWng Up an 

increasing amount of time on 
both sides. I seriously question 
whether enough has been 
done." 

Sir Brian added; “Our sys- 
tem, whatever its merits, will 
only continue if we work hard 
to ntflkt* it successful." 

The 1987 report found that 


charges of short-tennism by 
the City were unproved, but it 
called for better communica- 
tion with industry. 

Sir Brian’s initiative has 
been prompted by concern that 
tensions between the City and 
manufacturing may be exacer- 
bated with a squeeze on profit 
margins in manufacturing over 
the next six months. 

Sir Brian went on to warn 
that the economic recovery 


since the recession of the early 
1960s could be frustrated in the 
next few years unless more 
resources were devoted to 
improving the transport infra- 
structure. 

Sir Brian; "Any visitor to 
France or West Germany win 
confirm that our apparent 
allergy to thinking strategi- 
cally about infrastructure 
could place the UK at a very 
serious disadvantage.” 


Market slows to a halt for small companies 

Richard Waters on the effects in London of the departure of another market maker 


L ONDON’S stock market 
Is grinding to a halt for 
a growing number of 

gmap lyjtnpiiTifef 

The International Stock 
Exchange prides itself on the 
large number of ^nn mifiir com- 
panies traded on its markets 
— g ,iws at the of March, 
well ahead of rivals tike -the 
Federation of Exchanges in 
West Germany, with 628 at the 
end of 1989. 

But the sad troth for many 
of these companies is that, 
regardless of their public list- 
ing; there is virtually no mar- 
ket whatsoever in their shares. 

The problem worsened last 
week when Efitcat & Aitken, 
which made markets in the 
shares of 100 mostly «man com- 
panies, pulled out of eq uities 


Evan this was overshadowed, 
though, by the departure yes- 
terday of Stock Beech Securi- 
ties, the Bristol-based market 
making arm owned by British 
& Conunon w eaMh 

Stock Beech had quoted 
prices in nearly 250 shares, vir- 
tually all for awiaii companies. 

The withdrawals at the bot- 
tom end of the have 

been more common than 
amon g the la rg er market mak- 
ers, who continue to stand 
shoulder to shoulder slugging 
it out for business in the n vK 
heavily traded shares. 

The losers are smaller com- 
panies, whose shares are left 
with no real public market, 
and the many individual inves- 
tors who account for much of 
the trading is such companies. 


It is generally agreed that at 
least three, and perhaps as 
many as six, competing market 
makers are needed to create a 
competitive market in a com- 
pany’s shares. 

At the end of March, many 
flnmpanipw appeared to be fall- 
ing below this threshold: the 
shares of more than 1,000 were 
handled by either two or three 
market makers, while 640 were 
bandied by four or five. 

A growing number of compa- 
nies are being classified as 
"deltas", for which there is no 
active market but merely an 
electronic notice board on 
which dealers can advertise for 
bids or offers to help them 
square their books. 

With the loss of Stock Beech 
and Kitcat, this picture has 


inevitably worsened. 

According to Mr Brian Win- 

terfiood, whose Winter-flood 
Securities is the only dealer to 
cover a broad range of smaller 
company stocks, his firm is 
now the sole market maker in 
around 100 shares, as many as 
30 of these because of the 
departure of Stock Beech. 

It is not difficult to see why 
London's ma rft jp f yp flk tn g sys- 
tem is grinding to a halt In 
part it is the same malaise that 
has afflicted the rest of the 
stock market: Insufficient 
income from dealing to support 
enough firms. The way the sys- 
tem operates also plays a part. 
Dealers are required to quote 
firm prices on screen at which 
j are prepared to buy and 
shares - effectively com- 


mitting their own capital 
resources to enable a market to 
exist in companies’ shares. 

For smaller companies, how- 
ever, little dealing takes place. 
So market makers widen their 
spreads (the prices at which 
they are prepared to buy and 
sell) in recognition of the diffi- 
culty of laying off their posi- 
tions in an illiquid market 

Making small company 
shares even more unattractive 
to securities firms is the size of 
the pool of commission avail- 
able to brokers in these shares 
- according to Mr Hector 
Sants, of UBS Phillips & Drew, 
worth no more than £lm-£2m a 
year. The ywall company mar- 
ket will need a new breath of 
life to recover. 

Details, Page 17 
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BRITAIN IN 
BRIEF 



Japanese 


cars best, 
says survey 

Japanese cars once again 
pe rform best in an annual 
survey of reliability 
undertaken by the Consumers 
Association magazine. Which? 

The survey, which compiled 
data on a total of 46,000 cars, 
found Honda. Mazda, 
Mitsubishi. Nissan and Toyota 
to provide the most reliable 
cars, in all the age groups 
studied. 

Some European makes were 
sin-led out as offering good 
reliability, among them 
Peugeot and Rover, but Which? 
said most European makers 
records “are not as 
consistently good as the 
Japanese." 

Meanwhile, motor trade 
fears of a possible return to 
the discount “ car wars" of the 
mid-iSSOs have been aroused 
by a further sharp fell in new 
car sales last month. 

Statistics from the Society 
of Motor Manufacturers and 
Traders show that 
registrations fell by 12.7 per 
cent, on a yearon-year baas, 
for the second month in a row. 


Mortgage 
lenders warned 

Inaccurate and misleading 

SSor^msofmort^was 

ervtr.c mortgage lenders a baa 
nk.4: Mr Richard Ryder; 
Economic Secretary to the 

"hb'ImISoW the ; latest 
in a series of ministerial 
Stacks on irresponsible credit 


i hi visible Exports 
i called on Mr John 
Chancellor of the 


Exchequer, to make two 
changes in the Finance BfH 
on proposals relating to unit 
trusts. 

It urged a mechanism which 

would allow unit trusts to pay 
dividends gross to foreign 
holders - a move that it said 
would enable British unit trust 
managers to sell income funds 
across the European 
Community. 


Managers 
break die law 

British h naineflft manng nrg arp 

breaking the law regularly 
where personal compu te r 
software is concerned, a survey 
has revealed. 

The survey, sponsored by 
the UK Federation Against 
Software Theft, shows that 
55 per cent of senior managers 
using a personal computer at 
work, have copied software 
Illegally whether they knew 
they were doing wrong iff not. 
The cost to the software 
industry in Britain is - ' 

estimated as at least £200m 
in 1989. 


Edinbur 
to form 


bank 


International investor support 
is being sought by the 
directors of a newly-launched 
mortgage corporation, which 
plans to take over small 
building societies and unite 
them into a new na t io nal bank ' 
to be known as the Bank of 
Edinburgh. 

So far the mam backing to 
emerge has been Scottish 
Amicable, the Edinburgh-baaed 
composite insurer . It h as not 
yet formally committed itself 
to the venture, but building 
society sources expect Scottish 
Amicable to put up £20nu 


Geography ^ 
course unveiled 


The Government unveiled its 
final proposals for a na tional 
curriculum In geogr aphy for 
England and Wales, giving 

more flexibility and a wider 
range of topics than had been 
planned in an interim report. 

The proposals allow teachers 

more choice of which countries 
and cultures they wish to 

stress, as well as calling for 

the curriculum to focus on 
area studies and thematic 
work in physical, hnmm and 

environmental geography, ana 
skfite such as map-reading. 
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For every hour’s flying time, 
Lufthansa puts in 
22 technician hours. 



Running an airline is a job the highest standards of qua- 
which, for the most part, takes llty, which, in turn, are subject 
place behind the scenes. At to checks by Independent, 
Lufthansa, for example, we government technicians.This 
invest 22 technician hours in attention to detail also ex* 
maintenance for every hour of tends to the quality of per- 
flying time. sonal service you can expect 

That’s considerably more On the ground and in the air. 
than demanded by the statu- State-of-the-art technology, 
tory manufacturers' require- perfect organization, per- 
ments. Our servicing and sonal commitment: that's our 
repair work is earned out to promise. 


@ Lufthansa 










FINANCIAL TIMES THURSDAY JUNE 7 I9g^ 


International networks 


MANAGEMENTS Marketing and Advertising 

I Long-distance travel 




Eurocom sets sights 
on the big league 








The French agency has ambitions to become a global player in 
marketing services. Alice Rawsthorn reports 


O n one of the ‘walls of 
Alain de Pouziihac’s 
office at Eurocom 's 
headquarters in 
Pads hangs a picture frame 
containing a Bayern Munich 
football strip. 

The strip belonged to Karl- 
Heinz Rummenlgge. the star 
striker who played for West 
Germany a gains t France at the 
world cup semi-final in Mexico 
four years ago. With eight min- 
utes of the game to go, France 
was winning by three goals to 
one- De Pouzilhac. a football 
fanatic, was conduced that 
France would go through to 
the final. Rummenlgge scored 
two goals in swift succession. 
The game went into extra time. 
And the West Germans won. 

“I keep the strip to teach me 
to he humble." says de Pouzil- 
hac. “Every time I look at it I 
think of Rummenlgge scoring 
those goals and I remember 
that you cannot count on any- 
thing until it is completed - 
until the match is over, or the 
deal is signed." 

France is out of the running 
for the world cup this time. 
But Alain de Pouzilhac, as 
chairman of Eurocom, one of 
the largest French advertising 
agencies, is engaged In an 
international competition of 
his own. Eurocom is one of the 
ambitious French agencies - 
along with Publids, RSCG and 
BouJet Dru Dupuy Petit - now 
intent on becoming powerful 
players in the global market 
for marketing services. 

Eurocom has dominated 
French advertising for decades 
through Havas and Belier, its 
Paris-based agencies. Yet when 
de Pouzilhac became chai rman 
in April last year its only inter- 
ests outside France were its 
investment in HDM, the inter- 
national network owned jointly 
with Dentsu of Japan and 
Young & Rub learn of the US, 
and a minority stake in WCRS, 
the advertising agencies then 
owned by Aegis, the London- 
based media group. 

In the past year Eurocom 
has done a series of deals to 
increase its international inter- 
ests. It has taken control of 
WCRS and Is now integrating 


I f you have ever been 
impressed by a highly 
personalised pension offer 
or curious that you have 
been pursued by subscription 
promotions for American 
Express's Gourmet magazine 
after using your Amex card in 
a good restaurant, then beware 
- you have seen nothing yet 
Marketing, sales and customer 
service are on the threshold of 
a technological revolution. 

As one of the last preserves 
of IT innocence, marketing, 
sales and service offer far 
greater potential for cost cut- 
ting and productivity’ improve- 
ment than engineering or 
accounting, for example, where 
IT penetration Is already high. 
Early evidence shows that 
automating sales and market- 
ing can increase sales by 10-30 
per cent. In the UK John 
Maltby. head of Price Water- 
house's marketing information 
consultancy, says that IT in 
marketing is the group's fast- 
est growing area. 

Relational database tech- 
niques, multi-media presenta- 
tion systems, advanced com- 
munications and optical 
storage are being combined to 
allow companies to automate 
the whole gamut of sales and 
marketing - sales, direct mar- 
keting. sales management and 
market research. Yet if the 
case for applying IT to market- 
ing and sales is so compelling, 
then why has it not happened 
before’ 

"Sales and marketing are in 
much the same position now as 
accounting was in the 1960s. 
There is no common lan- 
guage." says Bob Shaw, a con- 
sultant in sales and marketing 
systems. 

Research by information 
consultancy Oasis reveals a 
mutual ignorance, even hostil- 
ity, between IT and marketing. 
It' suggests that traditional for- 
mal development methods sit 
uneasily with the supposedly 
creative approach of marketing 
people. A further consequence 
of this mismatch is that the 
marketing or sales systems 
which are installed are typi- 
cally isolated and stand alone. 

Alan Dunstan. assistant gen- 
eral manager of marketing at 
Abbey National, confesses that 
while the building society has 
some of the most sophisticated 
accounting and branch 
systems, it does not have an 
integrated customer database, 
and like the rest of the finan- 
cial services sector it is pump- 
ing tens of millions of pounds 
into building one. 

Dunstan says he spent four 
years arguing that a customer 
database was a strategic 
requirement, and trying to con- 


the agencies - Della Femina 
McNamee in the US and the 
Ball Partnership in Australia, 
as well as WCRS in the UK - 
with Belier to form the EWDB 
network. It has also acquired 
ABC, a public relations consul- 
tancy in West Germany. 

Eurocom is now the world's 
sixth largest marketing ser- 
vices group with net income of 
FFr 161m (£16.77m) on gross 
income of FFr 325bn In 1989. 

But it is still a fledgling force 
on the international scene. 
There are gaps in its advertis- 
ing networks. HDM needs to 
strengthen its presence in the 
US. EWDB has problems in the 
US and the UK. And Eurocom 
still needs to expand its spe- 
cialist marketing interests both 
in France and elsewhere in 
Europe. 

"Until now the French agen- 
cies have been too parochial. 
We have thought only of 
France," says de Pouzilhac. “It 
is almost too late for us to 
build big International net- 
works like the Americans. But 
the changes In the European 
market before 1992 have given 
us a chance to catch up.” 

Over the next year de Pouzil- 
hac hopes to have established 
Eurocom networks in public 
relations, direct marketing, 
design and sales promotion 
across Europe. He plans to 
establish mini-networks in spe- 
cialist marketing to the five 
largest Eurocom agencies in 
France. He also proposes to fill 
the gaps in the EWDB network 
in the US and Europe. 

Eurocom, which recently 
sold some of its peripheral 
interests, such as a chain of 
supermarkets, intends to spend 
around FFrlOOm (£ 10.5m) to 
create each of the four special- 
ist marketing networks. It has 
arranged to borrow FFrl^bn to 
finance its expansion in adver- 
tising. 

De Pouzilhac is determined 
not to turn Eurocom into a rep- 
lica of the established global 
marketing groups, like Saatchi 
& Saatchi, WPP and Omnicom. 
“What is the point of copying?" 
he says. He envisages a group 
which is European in flavour 
with the different networks 


based in different countries. 

Advertising wifi be ran from 
France. Eurocom recently 
move d managerial control of 
EWDB from London to Paris 
where Pierre de PI as - who 
joined the group a year ago 
from DDB.Needham, one of 
Omnicom's agencies, as vice 
chairman - will act as its 
chief executive. "Our interna- 
tional clients, companies like 
BSN and L’Oidal, are based in 
France,” says de Pouzilhac. 
"We need to be near them." 

The public relations network 
will be run by ABC in West 
Germany. De Pouzilhac hopes 
to base the design network in 
London. Eurocom has been 
mooted as a prospective pur- 
chaser for Wolff Ollns and the 
Michael Peters Group, two of 
the largest UK design consul- 
tancies. It is also in talks with 
direct marketing and sales pro- 
motion companies in Spain and 
Italy. 

De Pouziihac’s strategy is to 
acquire large local companies, 
like ABC. These companies 
will then expand into other 
countries by starting up new 
companies and making acquisi- 
tions. The alternative would be 
to acquire ready-made net- 
works, such as Saatchl’s spe- 
cialist marketing consultan- 
cies. De Pouzilhac says he has 
"indicated an interest" in the 
Saatchi consultancies should 
they be put up for sale. 



Alain do PouzUhac: “The changes In the European market 
before 1992 have given ue a chance to catch up” 


E urocom also plans to 
strengthen its advertis- 
ing interests. HDM, 
which is the world’s 17th larg- 
est agency according to Adver- 
tising Age, is well established 
in Europe and Asia, but is 
weaker in the US. The three 
HDM partners will meet later 
this month to discuss the possi- 
bility of buying another agency 
in the US. Any acquisition 
would be co-ordinated by 
Young & Rnbicam, the US 
partner, rather than Eurocom 
or Dentsu. 

"HDM has been a big suc- 
cess, but we are not entirely 
happy with its performance In 
the US," says de Pouzilhac. 
"The US is the biggest single 
advertising market, but it rep- 


resents only 10 per cent of 
HDM’s billings. We must be 
bigger there." 

Eurocom ’s chief challenge is 
to turn EWDB into a fully 
fledged international network. 
First it must resolve the prob- 
lems of the existing businesses. 
The WCRS agencies lived 
through months of uncertainty 
last year while Eurocom was 
locked in negotiations with 
Aegis. The flagship London 
agency suffered a series of 
account losses and staff depar- 
tures. The US business, partic- 
ularly the Boston agency, also 
suffered. 

De Pouzilhac says WCRS’s 
problems in London have been 
solved. The London agency 
recently won a £20m account 
for electricity privatisation In 
the UK. 

Eurocom hopes to 
strengthen its position in the 
US by buying agencies, prob- 
ably in New York as well as 
Boston. It also plans to expand 
in West Germany, the Nether- 
lands, Portugal and Switzer- 
land. It is now in negotiations 
in West Germany and de Pouz- 
ilhac hopes to fmaHna the deal 
within the next few weeks. 

He plans to have all the net- 
works in place by the middle of 
next year. If time runs out 
Eurocom might consider mak- 
ing an offer for an established 
network, possibly for Backer 
Splelvogel Bates, one of Saal- 


TECHNOLOGY 


Dave Madden reports on the potential cost savings 
from automating sales, service and marketing 


Poised to close in 


on the customer 


vince bis management services 
department that building such 
a database was possible. 

Building Abbey National's 
relational customer database 
means bringing together eight 
different sources of data. "We 
were told it was Just too diffi- 
cult.” says Dunstan. 

In the event, a feasibility 
study by Oasis broke the dead- 
lock. Abbey National is now at 
the point erf choosing both the 
database engine and user deci- 
sion support systems, and the 
project is due to be completed 
in two years’ time. 

The major UK retail banks 
are struggling with this transi- 
tion because banks do not gen- 
erally keep databases of cus- 
tomer names. Rod McFee. head 
of delivery channels at Bar- 
clays, sums up the predica- 
ment. “We've inherited 1960s 
bookkeeping architectures, 
based on account numbers. In 
systems terms customers don't 
exist. Now all the banks are 
evolving into marketing ori- 
ented organisations because 
aur traditional core business is 
under tremendous competitive 

pressure, both from new 
entrants and because custom- 
ers have realised that they can 
shop around." 

Barclays and its peers still 
do not know how many cus- 
tomers - as opposed to 
account holders - they have, 
and moving to database driven 
banking has triggered some of 
the biggest IT projects in the 
country. 

Barclays introduced its cus- 
tomer information system 
(CIS) earlier this year. The 
database will not begin to be 
available to its brunches until 
mid 1991, but the bank was 
anxious to tackle any custom- 
ers' sensitivities, in particular 
about direct mail. 

McFee stresses that CIS's 
imperative is to recapture an 
element of service at branch 
level. The system will give Bar- 
clays staff in any branch a pro- 
file of the totality “of the 
bank's relationship with any 
customer." At the same time 
the system will help the bank 
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to synthesise its customer 
knowledge so that It can target 
any database marketing and 
cross selling more efficiently. 

Both McFee and Dunstan 
argue that their customer data- 
bases are not just about direct 
mail. Similarly Peter Mouncey. 
head of market research at the 
Automobile Association, says 
that while his customer mar- 
keting database handles a big 
direct mail exercise, it is now 
considered a major corporate 
asset "It is the key resource, 
the key management tool servi- 
cing all the businesses." 

As such it is controlled by a 
senior committee under the 
AA’s deputy director general, 
and it furnishes a wealth of 
management information from 
monitoring advertising cam- 
paigns to analysing branch 
performance and p lanning new 
sites. 

Currently the AA holds 9m 
customer records. The system ' 
rite on an 1CL 3980 mainframe, 
and it has a conventional hier- 
archical structure. Mouncey 
says relational technology is 
not cost effective yet But the 
AA has Invested heavily in 
front-end PC based systems, 
including statistical and tabu- 
lation packages and a propri- 
etary geographical information 
system, to allow users to sam- 


ple data. 

Ultimately these database 
developments are designed to 
support customer contacts. 
Other firms are using IT to 
support IT sales people directly 
with dedicated productivity 
tools for planning and report- 
ing sales calls, entering orders, 
checking inventory and order 
status, and the like. 

Advisa, an IBM portable PC- 
based system from Datasure 
Group, and one of a rash of 
creative IT sales applications, 
takes field sales support to its 
logical conclusion. It Is an 
expert system, designed to 
guide sales people in the com- 
plex personal financial services 
arena. 

"Since deregulation there are 
a lot of new players selling 
pretty technical products,” 
says David Lewis, general 
manager of Datasure’s Advisa 
group. Advisa helps them to 
analyse their customers' real 
financial position, including 
total debt, and to give appro- 
priate advice across financial 
products. 

Advisa was modelled after 
the “financial health check” 
work at Allied Dunbar which 
has pioneered the use of porta- 
ble PCs in face-to-face meetings 
with clients. Allied now has 
WHXJ PCs In the field. 


Since the system’s introduc- 
tion Allied Dunbar has tracked 
control groups of salespeople 
with and without the software 
at various levels of experience. 
Without exception people with 
the software outperform those 
without, while “juniors" per- 
form four times better. 

Yet significantly Allied can- 
not relate this field informa- 
tion to its corporate client 
database. Its mainframe data- 
base is fed by paper policy doc- 
uments. Peter Preston, an 
Allied systems director, con- 
cedes that as a result the com- 
pany loses a lot of field gener- 
ated information. 

Ironically the computer 
industry itself, belying its bad 
marketing reputation, is taking 
a lead in the area of integra- 
tion. As open systems and 
standard chip sets come to 
dominate computing, products 
perse are no longer differentia- 
tors. Increasingly companies 
will stand or Call on how well 
they know their customers, 
and how easy they are to do 
business with. 

Hewlett Packard is develop- 
ing a "dosed loop” sales and 
marketing system for internal 
use. This is an integrated web 
of complex database, customer 
information centre (CSC), com- 
munications and sales force 
automation applications. 

Its target, says CIC manager 
Robert Robb, is to be able to 
conduct a win-loss analysis on 
every campaign that it runs, 
and track every lead or individ- 
ual enquiry it receives, while 
its customers will talk to HP 
via a single telephone number. 

The result of this pro- 
gramme in the US is that sell- 
ing time has increased by 27 
per cent, enquiry volumes are 
up by 72 per cent with only 10 
per cent of leads discarded, and 
direct marketing costs cut by 
10 per cent The company now 
gets feedback on 90 per cent of 
sales, something that was 
almost non-existent before. 

HP's closed loop creates a 
virtuous circle. Direct market- 
ing, for example, initiates an 
enquiry, which is qualified as a 
lead and fed into the sales 
channels. The subsequent win- 
loss is reported to the customer 
database, which generates 
management information, and 
hones the next direct market- 
ing effort. As Robb comments; 
“The system just gets smarter 
and smarter.” 

Robb Wilmott, founder of 
Oasis, adds; "The networked 
marketing-led organisation will 
be like a spreadsheet. New 
information on any sale will 
update the entire systems on a 
need-to-know basis." And that 
is a long way from cold nailing - 


British Rail’s customers g| 
clock up their own poin® 

Philip Rawstonie explains why the network has introdnced"ap|m 
incentive scheme similar to one run by air nes i- IE 


chi’s agencies, if the Saat chi 
group were to he broken up. 

One potential problem for 
Eurocom is that Aegis, which 
owns 40 per cent of EWDB, 
may not be able to afford to 
contribute to the cost of expan- 
sion. Aegis, which already has 1 
heavy debts, is committed to 
making substantial payments 
to complete its recent purchase 
of Carat, the French media-, 
buying business. Aegis might 
prefer to dilute its holding | 

rather than to POUT cash into 

EWDB. De Pouzilhac says he I 
has Si solution" should that 
problem arise. 

But the main problems fac- 
ing Eurocom are the same as 
those confronting all the other 
ambitions French agencies. 
The established global market- 
ing groups are now so big and 
so sophisticated that the cost 
- and complexity - of creat- 
ing a new group is rising all 1 
the time. There is a very real 
risk that the French have left 
it too late to become serious 
forces in international market- 
ing. 

“It will be very, very tough,” . 
says de PouzUhac. "We are late 1 
and we are French. The 
Americans and the British still 
do not take us seriously in 
business. But we must learn to 
live with this. I begin every 
day by looking at Rummen- 
igge’s football strip and 
remembering to be humble.” 


B ritish Rail’s Intercity 
service carries nearly 
10m passengers a year in 
the UK, from Aberdeen and 
Inverness in the north to Poole 
and Penzance in the south, but 
that is a mere 4 per emit of the 
UK's long-distance travel mar- 
ket 

Competition is intense. 
Apart from the ever-increasing 
number of private and com- 
pany cars - motorway car 
traffic has doubled over the 
past 10 years - coach opera- 
tors offer lower-cost alternative 
transport on most routes. 

Domestic air services, once 
provided by a few carriers, 
have expanded rapidly. On 
some routes, up to three air- 
lines now compete against 
each other. 

According to InterCity*s 
research, more than 40 per emit 
of its passengers seriously con- 
sidered an alternative form of 
transport before finally travel- 
ling by raff. 

A gains t background — 
and the need to pay its own 
way as its government subsi- 
dies were withdrawn - Inter- 
City has, over the past few 
years, adopted a vigorous mar- 
keting approach. 

Its aim to be the "the most 
civilised way of travelling at 
speed” around the UK has been 
expressed In a new corporate 
identity; it has been advertised 
like a national brand; and its 
services have been increas- 
ingly targeted to the needs off 
its customers. 

The latest result of that 
development is the introduc- 
tion of a frequent traveller pro- 
gramme, of the kind developed 
by many international airlines, 
that offers incentives for con- 
tinued loyalty to InterCity's 
most regular customers. 

"We found that nearly half 
of our annual £800m income 
comes from about 5 per cent of 
our customers,” says Robert 
Mason , InterCity's marketing 
director. *1 thought we should 
get to know th«»«a» half a mil- 
lion people better by talking to 
them directly, rather than just 
through our general advertis- 
ing." 

A frequent traveller pro- 
gramme appeared to be not 
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The immediate - bej & ra E .- 
include vouchers for 
seat and sleeper reservation^' 
£50 discount on a Del&halp 
day, discounts on 
end breaks, and free magayjfap 
subscriptions. _ 

Members are given dam* • 
cashing facilities at major - 


only the best means of getting 
to know who these passengers 
were but of consulting them 
about their needs and prefer- 
ences by direct mail . 

In late 1987, Intercity 
appointed International Mar- 
keting Corporation, a market- 
ing agency, to research the 
project and provide a compre- 
hensive feasibility study. 

Early last year, Hilton 
hotels. Delta Air Lines, Keith 
Prowse travel agency, and 
Time and Business magazines 
were invited to take part in the 
scheme; and at the same time. 
Intercity appointed SML, a 
database marketing agency, to 
develop the computer process- 
ing and handling systems. 

Membership of the pro- 
gramme launched this year is 
open to any Intercity traveller 
on payment of a £15 fee. On 
joining, a membership card, 
magnetically-encoded and bear 
ing a laser-engraved photo- 
graph, is issued. 


Outlook gloomy in 
UK research stakes 


Lynton McLain reports on how a lack of R&D 
spending is taking its toll on British innovation 


T he Design Council, 
fended by the UK Gov- 
ernment, is publicising 
British successes and failures 
in technology at a new exhibi- 
tion in London. It will seek to 
identify the factors that are 
necessary if the UK is to avoid 
decline in world technological 
markets. 

Ivor Owen, director general 
of the Design Council, says 
Britain is facing a "national 
emergency" in Its failure to 
capitalise on scientific and 
technological expertise in the 
UK and turn them into suc- 
cessful commercial products. 

But even this scientific base 
is fading: Britain is near the 
bottom of a league table on 


survey by the Organisation for 
Economic Co-operation and 
Development*. It already 
spends less per capita on R&D 
than any main competitor, 
says the survey. 

In the early 1980s, the UK 


tive needs, and a willingness to 
commit resources on a scale 
necessary to exact good 
returns,” the council says. 

Famous British innovations 
are on display at the exhibi- 
tion: liquid crystal displays, 
robot technology, magnetic res- 
onance scanners, cathode ray 
tubes and the transputer, as 
well as the first computer, the 
mechanical calculator of 
Charles Baggage in the 1840s. 
The Design Council suggests 
this became a "great British 
failure" after Prime Minister 
Sir Robert Peel stopped fends 
for its development. 

Not one of these British sci- 
entific breakthroughs has 
resulted in large-scale UK man- 


take on the product and -the 
Government agency, the Brit- 
ish Technology Group, licensed” 
the technology to companies in - 
Japan, Germany and (be 
which now dominate awdrid- 
market worth £600m a year: . :- 
The exhibition illustrates 
how it is possible to take- 
advantage of technological 
opportunities, with successful 
companies operating an fete-'- 
grated research and develops 
ment strategy, leading from ' 
product conception to design... 
and manufacture. The link' 
between EEV, a GEC company 
making charge coupled devices 
(CCDs), and L eices t er Univer- 
sity has resulted in EEV mak- 
ing some of the most advanced 


was the only western indus- 
trial nsHnn nrfth a iWllniMr 


turned into successful commer- 
cial products by other coun- 
tries. 

Scientists at the Uni v ers i ty 
of Hull, under a Gove rnme nt, 
funded programme, discovered 
a liquid crystal material suit- 
able for commercial use in dis- 


share of national income 
devoted to R&D. UK state fund- 
ing for civil R&D is set to 
decline further over the next 
two years, according to the 
Annual Review of Government 
Funded R&D. Meanwhile, 
spending on R&D continues to 
increase in Japan, Germany, 
Sweden and the US. "Britain’s 
failure to see beyond the mar- 
ket conditions and. technical 
limitations iff the day is all too 
evident," the Design Council 
says. 

Where British research has 
led the world, its industries 
have all too often failed to 
exploit it productively. Instead, 
the advantage had passed to 
Britain’s competitors, whose 
speed and skill in applying 
new technology to make qual- 
ity products has won them 
lucra tive world markets at the 
expense of British manufactur- 
ing industry. 

"The Japanese have mas- 
tered the development and 
practice of technology transfer. 


“ xu&y win 

the Soviet JET-X space tele^ 
scope in 1998. 

Other successes include the , 
Swansea University Innovation 
Centre set up by the universty 
and the W elsh Development 
Agency. Shaxming Laser*-. 
Systems is one success frtnn 1 -' 


he in a mutual understanding 
between government, industry, 
universities and research 
org ani sa t i o ns of their respeo 


Britain adopted the technology 
and leads a multi- milli ng 
pound world market. 

Professor George Gray, the 
pioneer of liquid crystal dis- 
play technology, says that 
research in British universities 
is far too mission (market) 
orientated. Some of the best 
ideas develop from fundamen- 
tal research and they are in 
danger of being starved out in 
a climate which certainly 
wcmld not have allowed me to 
follow the path I did." 

Already. SO per cent of the 
science and engineering 
departments ia Britain's 
fegher education sector lack 
the equipment required to 
carry out the necessary 
rraeareh, aborting to a survey 
hy the Advisory Board for 
Research Councils. 

Magnetic resonance imapni P 
for picturing the inside 52 
body was researched and 
aTOtoped at Nottingham and 
Aberdeen universities in the 
first machine was 


j aamniersmith Hos- 
pital. London in lgsi hut 
Britain did not hold the lead 
NoBritish manS 
turer was willing or ablTto 


lasers and was formed by engi- 
neers from the West Gtemor-:, 
gan Institute of Higher Educa- 
tion with funds from. thBr* 
Shannjpg group. 

Owen Is critical that the alg*-- 
nificance of the failure: to- 1 
exploit R&D still escapes njojF 1 '.' 
people. “There is no strategic'.; 
debate about what to doaWw.-: 


still hold the view that manu- 
facturing is not necessary 
the health of the economy.” ■“ 
He says the failure, fo • 
develop high technology. Jug*, 
volume products is irreversW ; 
in Britain and is starting/ *& 
affect middle and low tedtiiw*'/ 
ogy products, including the . 
industry. . - 

He caffs for a focus tm.flHB* ; 
sectors which offer the 
pact of significant volume "®Bd - 
technology, such as compo- 
nents for building and' -*® 
automotive industry,/ 


agricultural machinery 
medical electronics. 


*OECD Science and Tecft&MN 
Indicators 
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a theatre booking hot -Hno 
Points are awarded for ajjpr 
Intercity journey, according & - * 
the distance travelled and tie 
type of ticket. A first. daw 
return between London and:' 
Manchester, for example, eana 
64 points; a similar journey ‘ 
between London and Gla^uw 
earns 84 points. 

InterCity's ' 10,000' 

long-distance season ticket 
commuters, by contrast; an 
only permitted to earn point? 
on three journeys a mouth. 

Some 2,900 stations in 25 
zones across the country, and 
34 different types of ticket have 
been fed into the database. 

The first rewards - fom 
vouchers up-grading travellers 
from standard to first class - - 
come with 350 points; l.OQo 
points earn free first class Sat-^ 
urday return tickets for two; - 
and the rewards are progres- ‘ 
sively increased up to a free 
two-week holiday in the US for ~ 
10,000 points. V 

Mason believes the Incan-- 
tives will encourage loyalty Ju ' 
regular passengers, who still J 
make one long-distance triply 
air, car, or coach for each doe 
by rail. 

"If they are business' trataty 
lers. it may also get them 
thinking about Intercity fee 
their leisure travel as wen," he ’ 
says. "Through its rewards, the ‘ 
programme will also give other. ' 
infrequent travellers expert- " 
ence of InterCity's services/* 
The aim is to recruit 3UHQ : 
members a year to the pro-' 
gramme, and to build a dat£.. 
base which will provide Ijitef. - 
City’s management with ready 
access to comprehensive Infer-, 
mation about its regular pas-’ 
sengers and their travel habits. : 

That, says Mason, will' form - 
the basis of further marketing 
initiatives, and strengtheh- 
InterCity’s defences agalnsttts^ 
competitors. . ; - ' ; 
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TT ^ejwve heard of 
l/I/ ^ .seasons, but 
Br Mr this is ridiculous. 
fT A film critic in 
early June - especially this 
June - feels like a wine-taster 
demoted to the plonk division. 
Here he must not only sample 
poorer wines but far, far more 
of them. By the end of the 
average three-movie day he is 
reeling across central London, 
his brain and vision clouded, 
clutching at passing commut- 
ers in the delusion that they 
are lamp-posts. 

Take this week. 

(Monday). Dear Diary, this 
morning we saw a thriller 
called The Package. This con- 
sists of large portions of Gene 
Hackman - and there are, 
believe me, large portions of 
Gene Hackman - r unnin g 
about Berlin, Washington and 
Moscow in pursuit of a 
would-be Presidential assassin 
(Tommy Lee Jones). A strong 
feeling of deja vu comes over 
one. But my doctor assures me 
this is quite normal in regard 
to movies whose ingredients 
one has indeed seen several 
times before (The Manchurian 
Candidate. The Parallax View, 
Betrayed . . . ) 

Here are those ingredients 
acain. The tense, grey Cold 
War opening (telephoto lenses 
on lookalike world leaders). 
The high-heeled heroine 
Joanna Cassidy) running for 
ner life from ambushing bad- 
iies. And holding sway at the 
__-?ntre, Mr Hackman himself: 
crewing not just his courage 
?ut his entire physiognomy to 
:he sucking point. I admire 
3ene Hackman greatly in a 
• 7 <x>d film. In 3 not -so- good film 
-«? tends to recycle his “Be a 
arune ir. anguish" Stanislav- 
iky class. 

This is serviceable, unexcep- 
ional action stuff: scripted by 
John Bishop and directs d by 
Andrew <Above The Law) Davis 
is if they were determined to 
>eep the’ Cold War decently 
•efrigerated even in an age of 
;lobal political warming. 

Monday afternoon. Three 
A omen In Love and Creator. 
yiv colleagues look only 
.lightly the worse for wear as 
vi. Bin after the first film, a 
•e"tle silly German comedy 
[bout ' three Mozartian lady 
mgels who look after a Tami- 
io-like philosopher, we break 
or refreshment. And I am 
truck bv the look of film-De- 
easruered shock that comes 
iver the Observer’s features 
vhep I teli him that Creator is 
. "three-year-old film that has 


already been out on video. And 
had bad revi ew s. 

We settle in. Pieter O’Toole, 
smoking a large cigar, is a mart 
doctor on a u ni v e rsi ty c«mpn« 
trying to transform his dea d 
wife's cells into a re-living 
spouse. Mari el Hemingway 
looks on jealously, having 
developed a nymphet pa radon 
for Mr OT. (What Is it with 
this young woman? Last time 
around, she was hanging from 
the neck' of Woody Allen in 
Manhattan). The long , 
whimsy is directed by Ivan 
Phaser, a once-exuberant grad- 
uate of the Prague Spring now 
fast turning from bouncing 
Csech into blank fhwr h 

During the film — h n g^» i 
by lines like “Yon must have 
loved your wife an awful lot to 
grow her all these years" - I 
look back fondly on Three 
Women In Love. Rudolf 
Thame’s tale of three comely 
cloth es-shop assistants who 
persuade a young man to share 
their flat, and then their sev- 
eral beds, neatly wrong-foots 
charges of "sexist fantasy” by 
revealing that toe ladies are 
from another planet. 

Playing hide-and-seek with 
notions of time and space, writ- 
er-director Thome teases out 
hia tale with allusions mythic 
and philosophical. (The hero’s 
surname is Hermes; bis new 
book abounds in apothegms 
like "Death is the ertt from 
time.") The film is thinly plot- 
ted. But in a German emmna 
where the once bold dream- 
buildings of Fassbinder and 
Herzog nave given way to the 
steepling kitsch of late Percy 
Adlon, here is a film delicate 
and fantastical without being 
tey. 

(Tuesday). Dear diary. 
Another day. Before the Press 
screening of the British film 
Diamond Skulls, the Sunday 
Telegraph wonders aloud, 
“What is the worst film that 
Amanda Donohoe (its star) has 
appeared in?" Same of us hark 
back fondly to last year’s Tank 
Mailing In which the cream of 
British screen acting, or at any 
rate the non-dairy variety, 
stood about curdling under toe 
tnfhumre of a torrkfly implau- 
sible thriller plot. Others nomi- 
nate The Lair Of The White 
Worm, in which Miss D played 
a worm goddess for Ken Rus- 
sell. Soon, however. Diamond 
Skulls begins, and it is dear 
that new standards are being 
set. 

A car-load of young tone 
leaves a regimental d inner in 
London and runs Into a young 


THE PACKAGE 

Andrew Davis 

THREE WOMEN IN 
LOVE 

Rudolph Thome 

CREATOR 

Ins 


DIAMOND SKULLS 
Nicholas B room fi eld 


NOTEBOOK ON CITIES 
AND CLOTHES ' 

Wn Wenders 

CLEAN AND SOBER 
Glenn Gordon Coroa 


woman. kDUng her. Thereafter 
toet spend most of this frag- 
mented, woodauly directed film 
weekending at a st at ute 1 hems 
owned by Sir Michael Hordern 
and wondering in what direc- 
tion to push the plot 

Bfiss Donohoe plays the wife 
of hero/car-driver Gabriel 
Byrne, the latter acting with 
what the Press notes tell ns a 
critic once rail***! “the melan- 
choly of A1 Pacino." The mel- 
ancholy Hwang to have q«wnl 
to toe normally forthright Ifiss 
D. Apart from enthusiastically 
.allowing her breasts to be mas- 
saged in a fantasy sequence, 
the rose-cheeked, Amazonia n- 
jawed British star dhazes the 
general on-screen torpor. And 
she surely shares off-screen 
our own bemusement at a film 
that falters from scene to scene 
with neither momentum nor 
conviction. 

Tan Carmichael does an eye- 
blink cameo as a butler.- Judy 
Parfltt, clutching a bottle of 
White Satin gin. Is our tensely 
trilling hostess. (The White 
Satin is also evident, label to 
camera, in Byrne’s house. Ah, 
the trials of commercial spon- 
sorship.) And screenwriter 13m 
Rose Price supplies the assem- 
bled company with dialogue 
that seems culled from a bad 
translation of Last Year In 
Marienbad. ■ 

Ex-documentary director 
Nicholas B ro omfi e ld (! Tattooed 
Tears, Soldier Girls ) claims 
that the movi e “is a cha racter 
study and a portrait in obses- 
sion.” But the two most stri- 
king things about Diamond 
Skulls are its lack of any con- 
vincing characters and its 
inability to convey any sense 
of obsession at alL Those 


among you wondering why 
Mrs Thatcher has called an 
emergency summit abo ut t he 
British film industry might 
start by nampHng this movie. 

2^0-pjn. The Times looks a 
touch peaky this afternoon. 
anrt tha Independent is g»*tog 
wistfully at the preview-thea- 
tre cefling as if seeking a real- 
ity beyond film criticism. 

Well she might. Our first 
afternoon movie is Wim Wen- 
ders's Notebook On Cities And 
Clothes , an 80-minutes docu- 
mentary of credence-defying 
tedium. Armed with video and 
85mm cameras, the German 
director hops between Paris 
and Tokyo recording the 
thmighte and aetimig of Cloto- 
eftderigner Yohji Yamamoto. 

The images are sometimes 
hinny, sometimes weft-defined, 
always uninteresting. And the 
soundtrack switches bet ween 
YY’s voice and that of WW. 
Since both speak in an intro- 
spective, semi-audible drone, 
the audience struggles to stay 
conscious. This is a startling 
ordeal-by-contrast with the 
hyperthyroid Hollywood dia- 
logue we usually feed an as 
critics. After VaHeyspeak, Val- 
imnspeak. Wenders’s film is a 
waste of promising ideas - on 
fashion versus identity, on 
i-jnihix? as iwnwwiing or reveal- 
ing the self — in an expense of 

sloppy I m g rawri m rttriTMHain- 

In dean And Sober Michael 
'Keaton, eyes bloodshot and 
hair akimbo after too mndi 
cocaine and alcohol, checks 
into a "de-tox” cHnic. By this 
stage of the movie week, most 
of us are e y eing the ab usable 
substances on show in this 
film with some interest: at any 
rate too bottles of amber fluid. 

Happily, the movie itself de- 
toxifies our unworthier yearn- 
ings. Despite inauspicious cre- 
dentials - two years old, it has 
been taken off the shelf now to 
chime with next week’s 
National Drinkwisa Day - the 
film is a toughly scripted, weH 
acted agony yarn: a cocaine- 
age The Lost Weekend or “Days 
Of Wine And Noses." Kathy 
Baker excels as the still-pretty, 

aiVtii-tin n- nirMlpd w oman Kea- 
ton fells for at the clinic. Kea- 
ton himself wears with equal 
gusto the masks of racing yup- 
pie and decelerating junkie. 
And director Glenn Gordon 
Caron squeezes all available 
drama from Todd Carroll's 
script Not a great film, but in 
the company it keeps tins week 
ft almost passes for one. 

Nigel Andrews 


COLISEUM 

Why do we love toe Kirov Ballet so much? 
Why can we enjoy the ridiculous Corsaire 
so whole-heartedly? The answers to these 
questions are Intimately linked. With any 
other company, Le Corsaire (which opened 
the Kirov's London season on Tuesday 
night) would be insufferable. It Is far from 
what it purports to be - which is a 
19th-century Petipa spectacular. Action 
has been turned upside down - the 
famous shipwreck which used to end the 
ballet now begins it, in ^tptenrtM — 

and apart from a few set pieces such as 
the JartUn Antoni, the choreographic text 
has a distinctly unlikely air. This matters 
not one whit except for devotees of the 
Trades Descriptions Act What sustains, 
enlivens, galvanises this improbable 
exercise is Kirov style, Kirov sense of 
history, Kirov power. Le Corsaire is, in 
effect, a guide to what these great 
attributes mean In toe theatre. 

The choreography offers a series of 
clichds from Petersburg ballet history: 
Tuition fri rtwnrpa a haltohfte fo r a of 

lovely girls, pas de deux touched with the 
zest of the exotic, high drama and not a 
little high farce, and tutus where totes 
could never conceivably have been 
No-one ever went to ballet - and cer t ainl y 
not in SL Petersburg - for toe probable or 
the credible. In its first Russian 
incarnation, Corsaire was a wonderful 
nonsense; in this unlikely revision, it 
remains no less bo, only on rather 
different terms. And these are justified 
since the Kirov casts understand the 
provenance and potential of each merry 
scene. Their training, their sense of 
artistic Mrawg g. guide and inform every 
mov ement , and hgran gp of -this the crazy 
apparatus of pirates and slave-girls, 
fountains and shipwreck, a bunch of 
flowers made a Mickey Finn, h»www 
a joyous eXCUSe for rlMgie and fthaiuntor 
dancing of ideal distinction. 

So Altynai Asylmnratova as the heroine, 
Medora, is kidnapped - twice - and 
rescued, and in moments of emotion can 
finrt a fartn for fhp gnmrfng nwrt nhHflf afofy 
pas de deux. (This being a balk* set in 
Greece, does sbe rob a nearby KvzoueT). 
Her performance on Tuesday waft as ever, 
replete with grace and beauty, and tost 
especial warmth of feeling which gives 
such lustre to dance and acting - the role, 
the bravura steps, o ffe red to us with a 
radiant generosity. Her companion in 
misfortune was Yelena Pankova, so fresh 
anrt spirited in style «nrt brightly joyous: 
the moment when she discovers Medora 
has been brought into a ha rem and 
promptly whisks _her away to rkl her of a 
long dress and find her a tutu so that they 
may get on with the real matter of the 
moment, is characteristic of the ballet. 
And very right and proper, too. 

The hero, Conrad, does not have moch 
of a role - acting and dance honours seem 
to go elsewhere - but Yevgeny Neff 
commanded the Eml Flynn aspects of the 
part with nonchalant charm. It was 
Konstantin Zakhnsky who d om i n a t ed the 
action as the slave-trader rjmirwrtom. fa a 
performance of wfld energy and great 
humour, Zaklinsky bargains, and plots, 
»nrt tears through the e v ening, jollying 
every least scene along with huge vitality. 





Altynai Asylmnratova and Yevgeny Neff 


AlMBaUt+jtr 


Great stuff? Great stuff, though of a 
different kind, from Alexander Lunyev as 
the slave. Ah. Lunyev is a classic virtuoso 
who has not been seen in London before. 
He looked very impressive a few years ago 
in performances in Paris and Leningrad; 
now his physical gifts - lightness, 
buoyant speed, elegance - seem even 
more remarkable, wtbeit his role demands 
more than technical prowess. But he 
gives All a richness of image and a quiet 
simplicity of presence that suggest a lot 
about a remarkably talented danseur. hi 
loading soloist roles, let me also salute th« 
three odalisques, Irina Chistyakova, 
Larissa T^hwfwa, Irina satnikn vn, each of 
their variations a jewel. 


And there is the Kirov corps de ballet, a 
marvel at every moment National dances 
are by turns yielding, or voluptuous, or 
proud; a piratical crew are shown to us 
with the nicest bravado and wit; toe 
garden of lovely girls who bewitch a 
dnddaHng pasha, are tmpwrmihia in purity 
of dmtrfng as they frame, as they have 
always framed, tire ballerina as star. For 
all these reasons, because of all these 
grtists, Le Corsaire is a joy. It is a mad 
pantomime, too, but supreme performance 
art turns its dross into gold^md there is no 
greater compUment than that 


Clement Crisp 


Nabucco 

BAVARIAN STATS OPERA, MUNICH 


Wito a convincing AMgaiPe, 
Nabucco b ecome s much more 
than a chorus opera and a 
string of beautiful melodies. 
Julia Varady, whose 
expressive gifts on stage axe 
all too rarely heard in Lon do n , 
does not come wito the 

S todlT d o nalHI wrt liH i* fhrr 
tile part She has proved 
h fly rif aw unpiffaf VWil dfa, 

Desdemona and Farm 
Leonora, but Alrigaffle is a 
kaierrxAe, calling for a 
p owe rful, house-filling voice 
which can also handle the 
awesome string of exposed 
high notes. Yet Miss Varady 
was, on the whole, convincing. 

True, the notes did not ring 
out with the decibels that a 
Dimitrova can provide, and 
some of the vocal leaps 
revealed too obvious a 
discre pancy betwe en her 
warm, finely-spun top and a 
hard-pushed chest voice. What 
Miss Varady lacked in vocal 


grandeur, however, she made 
np in the sabtiety of her 
singing and in her rounded 
character portrayaL Her 

intelligent a nd fon der 

inflection of ward and tone, 
above all in the Act 2 
cabaletta, offe red .an example 
to many more na turall y 
ItaHanate sopranos, and the 
iMfa-nfa thpfiirt nf fraw «|ri l wf y 
in the Act S duet with Nabucco 
created a more genuine feeling 

nf Mji^Ani ghlw te nfl 

than is natmally credited to 
tills scene. Dressed in a series 
of sliver and Mood-zed 


an almost balletic profile ■ 
severe beauty, Mbs Varady 
looked both regal and 
diabolical — one moment 
greedily snatching the crown 
offered to her, the next 
revealing the fragile wound 

of Insecurity behind the 
war-like mask. So this was 
a portrayal of unusual 


psychological insight. 

Some of the credit must ; 
to Pet Haimen, who 
career as PonneHe’s costume 
designer, later turned to stage 
design and Is now recycling 
some of Ponnefie's trademarks 
in his adopted rale of 
producer. For this new 
production, he provided a 
series of symmetrical, 
single-colour stage ptetnres 
- including a collapsible 
Babylonian tower in Act 2 - 
which provided atmospheric, 
if not always dramatically 
relevant. Throughout the 
evening there was a strong 
sense of desi g ner chic, 
especially in the ladies’ 


c o st u m e s . It was an original 
response to the archaic Old 
Testament world of Nabucco, 
and because of its clarity, it 
was successful. 

A virus forced last-minute 
cast changes. Matteo 
Manuguerra's Nabucco was 
no more than functional, but 
the evening revealed a 
heaven-sent, natural lyric 
tenor voice from the young 
Spaniard Vicente Omlraena 
in the role of Imaaete. The 
other unexpected delight was 
tiie alert, fleet and sensitive 
treatment of toe score by the 
conductor. Pinches Steinberg. 

Andrew Clark 



June 1-7 


.. ,: ' 

r; 

:> . >■- 


- 


* 

*#• 


.XHlBi i IONS 

codon 

ho Tate Gallery- The entire 
L i llection has been 
S?. thai ih<? visitof may 

jS^AgSt 

w S? the most 

-h- . ^^rnational 
•cc-ru o* ■_! triumph* 

w’ n *■' i^vrsideaiv. Modem 
he CoUee- 

l^wpUnaOT exhtbi- 
on - -• , 0 f toe Ktth 

andMTti- 

^ hSi m toe 
.red b> Guinness. 

0r4 * . et monument? sold 

irte ourfa® metro station 
avoid queues 

museums Louvre. 
ona-tfwjjjJSlud v'ersaillot 
us»'e 0 prLit. French masters 

80* «n*“ r y- For 

the r<A rv of his 

•• s." ■;, r SSSw> ber ® :lm “ 

■ ,r,t ■ vf .rtet. Renoir and 


through the exhibition, which 
freg iwa with the impressionists 
■nH ends with an abstract Pica- 
bia. Monet's Charing does 
Bridge floats in a haze of pinks 
and blues. The realism and. 
heavy p”*bnn of an eariy To o-, 
louse Lautrec — LeBuveur — o 
in contrast to bis Jane Aufl. 

expressive of his mature period. 


Ends July So (WKSMaERO- 

Husde d'art Moderne de la Vtee 
de Parte. Kees Van Dangen. 132 
works retrace the career d toe 
painter who, as one of the 
Pmwes, enjoys provoking tne 
public with daring ju xtapo smcpa 
of violent colours, charcomcon- 

tours and green ah^w^TlM 

Dutch-born artist goes farther 

and shocks wifoeroticsuWeOT 

and poses, only to subside later . 

into l»rtraiture of theBterant 

and femous. 11, Ave 
Wilson. Closed Moo. tetedremg 
Wed. June 1? (47236127). 
Grand Palais. ftwCdmoMan 
art in Mexico (1500BC “ 

Some 130 exhibits from Mexico^ 
archaeological museums bear 
^Fitness to the high degree of 

development ^ 

arident civilisations of toe Mayas 

and Aztecs. A deep reH^rns 
sense imburathjto-m^^^ 

SSS?aS^TuftJate dosing 
Wed. Ends July 30 (428954IO). 

Bmasete 

Hotel CmniunnaJ de SdweAedt, 

Place Colignon - treapxr^or 
the commune. Works by Con- 
stantin Me tinier. Jef LambeaUX 
and other Brussels artiste oftha 
19th and 30th centimes, dafor 
except holidays. Ends June 11. 

g^mhot Portrait ****** 
gallery of New York. Caldar, 


Dubuffet, Fksuuft Bothko and 
others, fo*** June 23. 

Mua6e dTxeOes. 71 Rue Jean 
Van Volsem. La Poetique des 
Peintres Itahens a 1’Anbe duZXe 
SStele. Cloeed Monday. Rods July 
15. 

Mode WUllngton-Waierioo. 
Inedits sur Waterioo commemo- 
rates the 175th anniversary of 
the Battle of Waterloo. Dally 
ends July 31. 

Ghaut 

Hnseum voor Schone Kunateso. 
Wgmhh Rt|ii Munliinlnin fa a 
European Context Q9PMSBQ) with 
works by De Suet, Ernst, Per- 
meke. Van dsn Beigbe and Zad- 
kine. Closed Monday, ends 
June IB. 


Galleria Jarte Modem*. Gtorgm 
Morandi retrospective. Over 
ZOOworks tort by Italian and for- 
eign museums celebrating the 
centenary of the painter’s birth. 

T.hniting afmmt entirety 

tO and lanHqpap pq 

inspired by the countryside 
around his native Bologna, Mor- 
andi has beer (fescribed as the 
painter of silence. Ends Sept 2. 


g ^WcrTMi Kuasthalle, Molt- 
kestr. 9. Rmfle Bernard, a painter 
always in the shadow of Van 
Gogh and Gauguin is honoured 
with a retrospective erf 170 eariy 
paintings. August 5. 


A n t hony Caro: monumental 
sculptures. Hute Ostenfeth, 85 
meir. dosed Sun, ends June 22 . 
Rembrandt Bogatti and Mgian 
Animal sculpture (1868-1990) 
cloeed Monday ends July 29. Hea- 
senhnlftSS] 


Galleria Narionale d’Arte Hod- 
earn. Fabrizto Cleric! retrospec- 
tive: in a labyrinth designed by 
the artist himself and built In 
the gallery’s workshops are bung 
a series of exquisite drawings 
and pain tings, w hich move from 
a group of baroque drawings 
of Naples, inam^ed by a child- 
hood visit, to intricate metaphys- 
ical works in pastel shades which 
manage to be simultaneously 
restful and sti m ula ti ng. There 
are also references to SigncareSi’8 
apocalyptic frescoes at Orvieto, 
and the 19th century romantic 
Boeckiin. Ends Sept 10. 


KnusthaBe der Hypo-KoltimStifr 
tung; Theatinarstr. 15-Joan Mtro 
a collection of scurrilous sculp- 
tures and previously unpublished 
drawings by Mlro will be cm dis- 
play in Munich’s Kunsthalle 
until June 17. There are about 
130 «ranptai of the work of the 
Spanish surrealist artist, who 
died in 1988 at the age of 90. 

VtattM 

Museum fb VoDcerksnde has 
a marvellously exotic exhibition 
railed J cmtn, focusing on the 
worid around the Queen of 
Sheba. Ends June 10. 


Museo dal Prado. Sanchez Coeflo 
(1581-1588). Some 50 paintings 
by this Spanish artist boro in 
V alencia, predecessor of Velaz- 
quez. Mostly portraits pointed 
In the court of Phillip II as wall 
as some religious works. Ends 

June 30. 


Pnndadon Cafe da L 

Edwuard Buscha retrospective. 
Clear exponent of toe latest artis- 
tic davefopments of toe west - 

coast of the United States, Bus- 
cha aims to knock down art's 
tiudftional role and to offer an 
ironic view of reality. Closed 
Mon. Bads July 15. 

Mow York 

New York Puhtic Library. More 
than 125 d ocum ents of the Aboh- 

tographs, letters and rare bJEt* 
thsgtey the spirit and drived 
the toig effort to free the slaves. 
Ends Sept 15. 

Museum of Modem Art. T7w 
first retrospective in America 
in 25 years maria the 80th birth- 
day of ftands Bacon with® 
works dating back to his: 
studies of the 1940s. Ends . 


Washington 

National Gallery. More than 90 
prints by Edvard Munch show 
the Scandinavian artist at Us 
most oalnnrfol emit p mMflf mtw. 
to g hfa ftmfflar Mnn Jlf nvul 

tharnwi at anguish, jealousy, 
death and londlnees. folds S 9 t 
3. 

National Unseam of African 
Art. The national tour of artistic 

and retigSow objects, much cf 
it sculpture, enemspaases nine 
CQBtu r lesofYorohactvili s a fl un. 
Ends Aug 2& 

Natitmal Hnseum of Women 
in the Arts. The first major retro- 
spective oftha work of Dame 

Blimhatfi ftiwfc tophwtoa fin 

sculptures and 25 drawings, 

iBefaMBn g mnnnnMiW gl h rmiai 

casts of male figuma.Euds July 4. 


Chicago Htetocical Society . The 
Land erf Linocdn does its moat 
femous citizen proud in the exhi- 
biticai A House Divided. America 
in tiie Age of XJncohi, with docu- 
ments, mementos and personal 
effects of the Greet Emancipator. 
Chicago Historical Society. A 
special exhitet of Frank Lloyd 
Wright's designs foe artglass 
windows, furniture and silver 
shows why the details completed 
tiie Wright look. Ends June 17, 
Art institute. Before going to 
the Boyal Academy in London 
later in the year. Chicago gets 
to see Monet's series paintings, 
inducting Haystacks, Poplars 
and Rouen Cathedral, an from 
the 1890s. Ends August 13. 

Tokyo 

Idonitsu Museum. -Oriental. 
Ceramics from the Topkapi Pal- 
ace, Istanbul. The Topkapl’s 
huge ceramic collection is espe- 
cially strong in pieces from 
China and Japan, which were 
brought to Turkey via the Siflc 
Road cf the Sea. A representative 
selection has bean choaan for 
this exhibition, which marks 
the 100th anniversary of Turko- 
Japanese relations, dosed Man- 
days. 

Sogetsa Gallery A HaB. Yoko 
Odo. Ear first exhibition hi 
Tokyo in more than two decades: 
mainly sculptures and works 
in paper. Twenty of her films 
are also bring shown. Including 
the notorious Bottoms. 

National Mntwn, rfM mfw n 

Art and Crafts. Van de Velde: 
furniture, architectural plans, 
pottery, silverware and photo- 
graphs by the Belgian Art Nou- 
veau designer. Closed Mondays. 


SALEROOM 


Tale of Genji does well 


Christie’s completed its most 
successful sale ever of Japa- 
nese art yesterday with three 
sessions producing a record 
52J87m and less toon 8 per cent 
unsold. A pair of six leaf 
screens, each leaf 170 cm by 82 
cm, more than doubled its high 
estimate yesterday, sellingfor 
£198,000. The 17th century 
screens depict 20 scenes from 
toe 11th century Tale of Geqjl 
in a continuous panorama. 

Three scrolls of around 1700 
showing historical scenes from 
Japanese history made £88,000, 
and the Loudon dealer Quar- 
itch paid £60,500 for scrolls 
depicting the visit to Japan in 
1854 of Commodore Ferry, a 
visit which was to end Japan’s 
isolation from the rest of the 
world. 

Sotheby's bad a very routine 
sale erf 19th century European 
paintings which realised 
£409,035, but with a high 36 per 
cent unsold. Run-of-the-mill 
pictures find few buyers now 
that economic uncertainty bag 
slowed down the art market 
The highest price was the 
£15,400 paid for "Sunbathing 
on the dunes” by Paul Fischer, 
showing young lovelies on a 
quiet beach. “Courtship” by 
Frederico Andreotti, with a 
couple in 18th century dress 
flirting away, did well at 
£14,300. 

The New York sales of Old 
Masters last week were slightly 
disappointing, but the London 
offerings next month could do 
welL German paintings are set 
to fetch the highest prices. The 
only known animal painting by 
the 16th century artist Hans 
H offmann. "The Hare in the 
Forest," is estimated to make 
up to £3m on July 4. It was lost 
for centuries bnt Sotheby's 


unearthed it in Knpfomd in 1383 
and sold it for £407,000. It has 
since been cleaned and 
restored. The painting was 
expensive when first produced 
- toe Emperor Rudolf n paid 
200 guilders for it in 1585. It 
was inspired by Durer’s cele- 
brated study of a hare. 

At Christie's a diptych by 
Lucas Cranach I could malm 
£2J>m on July 6. It was painted 
in 1509 and depicts two Elec- 
tors of Saxony, John the 
Streadfast and his son John 
Frederick the Ma gnani mou s. It 
is the most important work by 
Cranach to appear cm the mar- 
ket for many years. 

Phillips has an important 
Newlyn School painting in its 
auction next Tuesday, “The 
Message" was painted by 
Thomas Gotch in 1903 and 
shows an angel whispering 
into the ear of his daughter 
Phyllis, who is standing in a 
field rich with poppies. It is an 
unusual composition for a 
Newlyn artist and comes from 
the period of “imaginative 
symbolism" which followed a 
visit to Florence. For 40 years 
“The Message" has been on 
loan to the Northampton 
Museum and Art Gallery. It is 
easily the most interesting 
work by Gotch to appear on 
the market and it should maim 
£150,000. 

Irish painting has been all 
toe rage recently and the auc- 
tion includes a rediscovered 
work, “The Bridge at Grez-sur- 
Loing” by Eoderie O'Conor 
which carries a top estimate of 
£60,000. There are also pictures 
by Jade Butler Yeats and Sir 
William Orpen. 

Antony Thorncroft 
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The US fiscal 
ice-break 


NO HARD news should be 
expected {tom President Bush's 
Budget summit, which 
resumed yesterday after a holi- 
day break. And the absence of 
news will be welcome. Biparti- 
san efforts to face unpleasant 
decisions can only succeed if 
the final compromise appears 
an orphan in party terms. 
Silence, then, suggests possible 
progress. But it would be far 
too optimistic to conclude, as 
some bond Investors appear to 
have done, that this means the 
s ummit will put the Gramm* 
Rudman-Hoilings (GRH) deficit 
reduction programme back on 
track. All the signs are that the 
aim is bipartisan fudge. 

This is the third phase of Ur 
Bush's fiscal policy, in the 
first he stuck to bis campaign 
strategy, a flexible freeze. This 
was based on the hope that if 
discretionary spending pro- 
grammes could be frozen in 
real terms, the growth of the 
economy would in due course 
produce enough new revenue 
to eliminate the deficit (The 
same wishful thought was at 
the heart of the Baker plan far 
developing country debt) 

This was beginning to look 
threadbare a year ago, when 
the Administration’s own defi- 
cit projections showed a persis- 
tent gap even if the President's 
policies were adopted; and this 
was still too optimistic. Growth 
did not slow down seriously 
until the final quarter of 1989. 
but interest rates were well 
above projections, and debt 
service now accounts for 
nearly a sixth of all outlays. 

New opening 

However, the sudden col- 
lapse of militan t co mmunism 
offered a new opening. As 
recently as three months ago, 
the revised Budget strategy 
was one of confrontation. The 
Administration offered a 
defence spending plan well in 
excess of what it thought nec- 
essary. If Congress could not 
produce an acceptable set of 
proposals, the law could take 
its course, since the Adminis- 
tration could face the GRH 
"sequester” of defence spend- 
ing with equanimity, hut the 
Democrats could not lace the 
threat to domestic pro- 
grammes. 

A sequester was openly 
threatened in the early stages 
of the budget debate this year, 
but now this approach has also 
had to be abandoned. A combi- 


nation of slow growth, higl 
world interest rates and thi 
ever-rising cost of the savings 
and loan liquidation pro- 
gramme has pushed the pro- 
spective 1991 deficit up to 
nearly S200bn, compared with 
a GRH target of $64bn. 

The Administration believes 
that any attempt to wmkp cuts 
on this scale would push the 
economy into a recession 
which would persist through 
1992, which is an election year. 
It is not surprising that a Bud- 
get official decribed this as 
"quite literally intolerable. 
According to the Budget Direc- 
tor, Mr Richard Damum, a fis- 
cal tightening of about $55bn is 
all the economy could stand. 


Large gap 

This leaves a large gap 
between a deficit of about 
3130bn and the S64bn GRH tar- 
get, which will probably be fil- 
ial by stretching out the GRH 
programme, as was done in the 
“fix" of 1987, ami by revising 
the accounting rules for the 
savings and loan rescue. The 
whole vast expenditure - 
$i30bn on the latest ad m ission 
from the Treasury, but poten- 
tially much higher according 
to the General Accounting 
Office - may be treated as a 
special off-Budget item. These 
decisions require Congressio- 
nal votes: hence the need for a 
bipartisan approach, even if It 
involves higher taxes. 

There is a sound case to be 
made for treating financial res- 
cues off-budget The expansion- 
ary impact (or inflationary 
damage) from imprudent lend- 
ing was done in the mid-1980s, 
and cannot sensibly be offset 
years after the event But the 
Idea that the economy Is too 
weak to withstand a senaihly 
tight budget seems entirely 
wrong. On the contrary, the 
events of last year after a good 
reason to deflate. 

The drive to re-equip east 
European industry will absorb 
savings previously available to 
finance the US deficit There 
will have to be a US adjust- 
ment and if it is not planned, 
it will come at the expense at 
investment and so be gravely 
damaging in the long run. 
Politically, too, some Republi- 
cans argue that if the Presi- 
dent is going to compromise on 
taxation at last he should aim 
for the maximum results. The 
markets are unlikely to be 
happy with much less. 


The future of 
investment trusts 


IN ITS attempt to fight off a 
takeover by the pension funds 
of Britain's state-owned coal 
industry. Globe Investment 
Trust argues that the bid 
raises significant issues for the 
future, and should be referred 
to the Monopolies and Mergers 
Commission. 

It is half right The bid for 
Britain's largest investment 
trust does raise some Impor- 
tant questions for the future of 
pooled Investment vehicles. 
Unfortunately for Globe, these 
are not issues of competition 
policy. It would therefore be 
wrong for the Office of Fair 
Trading to recommend, next 
week, that the bid be referred 
to the Monopolies Commission. 

The wider questions that lie 
behind the bid remain. Under 
Britain’s markets for financial 
instruments runs a deep fis- 
sure: between instruments and 
practices suitable for individ- 
ual Investors, and those suit- 
able for professional invest- 
ment institutions. 

In the Globe case, the fissure 
can be clearly seen. Like those 
of other big investment trusts, 
Globe shares tirade at a dis- 
count to the value of the 
trust's assets (shares in other 
companies, quoted and 
unquoted). The only possible 
rationale for this discount is 
that the uncertainty over 
whether a trust's management 
will prudently manage the 
Hows from its Investments off- 
sets the advantages of having a 
management at alL 

That is how the calculation 
works for an institutional 
investor, at least. It can obtain 
respectable average perfor- 
mance - all that Globe can 
claim to have delivered - 
more cheaply elsewhere, by 
investing in an index fund, for 
example, or holding the under- 
lying stocks itself. 

It is not so obviously true for 
an individual investor, for 
whom a big. "general interna- 
tional" trust like Globe offers 
low costs and convenience. 

Distinctive features 

Yet the price for shares in 
Globe is set by the investment 
institutions, which do not 
value its distinctive features, 
rather than by individual 
investors, who do. So the coal 
funds can obtain Globe's assets 
at a discount. 

They cannot be blamed for 


taking advantage of this oppor- 
tunity, as they have recently 
done with two other invest- 
ment trusts. Institutional 
shareholders In Globe cannot 
be blamed for accepting if the 
current bid - or a revised, 
higher offer - appears attrac- 
tive. And it is irrelevant, what- 
ever Globe’s more strident sup- 
porters may say, that the coal 
industry is in state hands, or 
that pension contributions 
attract tax relief. Neither of 
these factors gives the coal 
an unfair advantage. 

Softened impact 

The coal funds have softened 
the impact of their offer on 
individual shareholders by 
finding ways for them to avoid 
capital gains tax mi the sale. 
And since a successful offer 
will pay more than the pre-bid 
value of Globe shares, share- 
holders will gain, in the short 
run, rather than lose. 

Yet it is hard to disagree 
with Globe's argument that 
this bid. If successful, would 
hasten the disappearance of 
such large general trusts. It 
would narrow individual inves- 
tors’ choices. The most obvious 
alternatives - investment in 
individual shares and unit 
trusts, or in tax-favoured 
instruments such as Tessa 
bank savings accounts or Per- 
sonal Equity Plans - are 
restricted or relatively costly. 

Investment trusts have 
drawbacks of their own, espe- 
cially the discount to net asset 
value. Globe's principal disad- 
vantage in the battle, however, 
is the way it sits astride the 
fissure in the UK's financial 
markets. Because It is both a 
vehicle for individual Investors 
and a home for institutional 
money, it cannot satisfy either 
side properly. 

If Globe survives - helped, 
perhaps, by the rise in the 
stock market since the coal 
funds' original offer - it is 
already planning to establish 
itself more firmly on the indi- 
vidual investor’s side of the fis- 
sure. It would aim to achieve, 
as some trusts already have, a 
majority of equity in the hands 
of individuals. Losing the bat- 
tle would frustrate that aim. 
That would be a pity, but mud- 
dying the Monopolies Commis- 
sion’s remit by dragging this 
takeover bid before it would be 
a worse one. 


VWff\ 


Total industrial 
support 
programme 
£bn 

1979-80 
1983-4 
1988-9* 

% change 
1979-80 to -12% 
1988-9 



Government 
support for 
^ industry 



1979-80 1083-4 19884* 197940 19834 19689* 197990 19834 19889* 

Welsh Department of Scottish 

Office the Environment Office 

MnpNMWHM "MudnEwmCMDafMtmt -*» ■■lHaiml HU»i«H Hl«l frupmnywll MaM 


197990 19834 19689- ***’ 

Department of Trade Department of 

land industry** Employment 
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Charles Leadbeater looks at British industrial policy over the past decade 

A legacy that 


h the past few years the French 
state has thrown billions of 
francs into Thomson’s gamble to 
become a force in the electronics 
industry of the 1990s. Over the same 
period the British Government has 
spent at most £L2Sm to attract Japa- 
nese vehicle makers to rejuvenate the 
British-based car industry. 

The first is the product of an 
unashamedly nationalistic industrial 
The second has been con- 


tacted under the banner of a free 
market economic policy. Yet it has 
been an industrial policy none the 
less. Has it been effective? 

One assessment of the oast decade 
is that the British industrial base has 
withered so much that the country is 
dangerously dependent upon foreign 
companies. 

An opposing view is that the Gov- 
ernment has turned the economy into 
a prototype which others will soon 
have to follow by opening up Inward 
and outward investment flows. In this 
type of economy the more cosmopoli- 
tan the ownership base the better. 

As the next election draws closer, 
the debate will heat up. Doubts are 
already being raised about the extent 
of the improvement brought about by 
the anti-interventionist pedicles of the 
pest decade, as industry experiences 
slowing productivity, rising unit costs 
and narrowing profit margins. 

Alternative ideas for government 
fostering a partnership with industry, 
promoted by the Labour Party and 
such modernising Tory paternalis ts a« 
Mr Michael Heseltine, the former 
defence secretary, have gafowi promi- 
nence. Both say policies to strengthen 
the nation’s faHnatHai base would be 
more central in overall economic pol- 
icy under their governments. 

At first sight the suggestion that 
the Government has been pursuing 
any kind of formal industrial policy 
will seem odd. Since 1979 it has 
seemed as if industrial policy could 
only be measured along a single 
dimension: whether there was more 
or less state invol v ement in industry. 
Yet the reality is more complex. 

Public speeding by the Department 
of Trade and Industry between 1979 
and 1989 fell by 36 per cent, according 
to Mr Grahame Thompson, an econo- 
mist at the Open University. But gov- 
ernment spending on industrial sup- 
port by all departments fan«m by 
only about 12 per cent 

The reason for this is that the deep 
cuts at the DTI have masked a redis- 
tribution of industrial spending as 
other departments expanded their 
roles in Industrial sponsorship. The 
Department of Environment’s spend- 
ing on Industrial supp ort rose by 91 
per cent over the period, the Scottish 
Office's by 42 per cent, the Depart- 
ment of Employment's by 38 per cent, 
and the Welsh Office’s by 35 per cent. 

Privatisation has played a signifi- 
cant role in changing the state’s 
involvement in industry, but it has 


will linger on 


not eliminated it - the state still 
owns 49 per cent of British Telecom. 
Mora important, ownership, a direct 
and specific form of state participa- 
tion, has given way to the umiaefla of 
regulation, through which the Btate 
exerts indirect control. This autumn's 
Office of Telecommunications review 
of competition In the sector wO show 
that regulation may be a more power- 
ful torn to reshape an industry than 
ownership of only one company 
within it 

During the 1970s, ambitious 
regional assistance programmes were 
one tool that moulded industrial pol- 
icy. These were reined in after 1984, 
when the Government decided that 
grants automatically awarded to com- 
panies locating in an assisted area 
risked wasting public money because 
some companies would have Invested 
without the grants. TO reduce this 
deadweight spending most grants 
have been made discretionary. 

Thus, in these three areas — spend- 
ing, priv atisation mil in gfaimi sup- 
port - the state’s role has been 
reduced and altered though not humi- 
liated. But in two other areas — small 
businesses ^ education training 
- industrial policy has been given 
new life. 

As for as the Government is con- 
cerned, It has largely become a ques- 
tion of promoting innovation, flerihfl- 
ity ana entrepraneuriaUsm among a 
flotilla of small companies. 'A further 
atm is the development of a highly 
kmhhwI workforce, one of the most 
important aspects of any policy 
designed to upgrade a nation's indus- 
trial base. 

However, while the Government 
might claim some success in stimulat- 
ing e n tre p r e neurial attitudes, several 
international academic studies have 
concluded it has done too little, too 
hitp on training. British training still 
lags hwhiwH that of West Germany 
and France. The Government’s most 
ambitious training initiative, the cre- 
ation of local Training and Enterprise 
Councils, was launched nine years 
after the election of Mrs Thatcher’s 
first government. 

Despite the dramatic shift under 
Mrs Thatcher, the DTI remained 
largely untouched until 1987, when 
Lord Young, then Secretary of State, 
unveiled the Enterprise Initiative. Its 
main role now is to provide industry 
with advice about issues such as 


advances in manufacturing' technol- 
ogy or developments - in international 
product standards. It has a more 
international orientation as trade and 
the openness of international competi- 
tion become Increasingly inseparable 
from domestic industrial policy, par- 
ticularly as the gfagto European mar- 
ket takes shape. 

Under the tenure of Mr Nicholas 
Ridley, however, there are doubts 
about the department’s long-term 
future. Mr Ridley says: "We will only 
do thg* government can do and 
business cannot." 

The Labour party aHwg aa thia lim- 
ited view of the DTTs role amounts to 
its epitaph. For example, its advice, 
information and promotion role is 
something ftmt private sector consul- 
tants and marketing organisations 
may be better placed to perform. 

Doubts also hang over the future of 
the Enterprise Initiative, which may 
well become a responsibility of the 
T raining and En ter p rise Councils. It 
is likely that the trend for the DTTs 
work to be taken on by other depart- 
ments will continue. Some of its 
responsibilities will be encompassed 
by the European Commission, which 
will become increasingly important in 
the regulation of trade and takeovers. 

The reshaping that has been going 
on for the past four years has been 
uneven. The inward investment effort 
is highly professional and well co-or- 
dinated through the Invest in Britain 
Bureau. Yet there is no coherent 
model underpinning the state's widen- 
ing regulatory activities. 

Equally, many of the DTTs tradi- 
tional activities would seem to have a 
limited future under Mr Ridley. Yet 
he is more pragmatic than many crit- 
ics think. An internal reorganisation 
has produced only 100 job losses. 
There are no plans for further cots in 
the DTTs workforce, which has 
remained at about 11,000 in the 1980s. 

ft is as if Mr Ridley is uneasily 
trying to manage an unwelcome 
inheritance that he cannot jettison. It 
is this unease which the alternatives 
put forward by Mr Gordon Brown, 
Labour’s industry spokesman, and Mr 
Heseltine seek to address. Mr 
Heseltine, a leading am tender for the 
Tory leadership, has made his com- 
mitment to industry a central plank 
of his vision of the party in the 1990s. 

Both would maintain continuity 
with some of the aims of the 1980s — 


for instance, support for small- and 
medium-sized enterprises, the exten- 
sive system of regulation and the 
units between fd^ratinn and industry 
— If not their implementation. 

But more striking is the way Mz 
Brown and Mr Heseltine seem to echo 
one another's policies and to break 
with the past decade. , ^ 

Their differences are overstated: Mr 
BasaWne supports privatisation; Mr 
Brown opposes it. Yet in practice 
Labour’s ambitions are lim ited by its 
desire to appear a responsible holder 
of the public purse. The renationalisa- 
tion of British Telecom is more totem 
than policy. 

Both argue that the market alone is 
not enough. They appeal to the 
accepted role of the state in other 
European economies as evidence that 
state support is a natural component 
of industrial competitiveness. That is 
famiHar for the Labour Party but not 
from a leading Tory. 

Mr Heseltine says in his recent 
book The Challenge of Europe: “Intel- 
ligent responsible politicians should 
stop pretending industrial support is 
a doctrinal intrusion into the work- 
ings of the market place. It is an 
unavoidable part of today's competi- 
tive warid." 

Both Mr Heseltine and Mr Brown 
want to encourage companies to make 
long-term commitments to research, 
development. Investment and train- 
ing. They bemoan contested takeovers 
for creating needless instability. 
Beneath that is a deeper cultural 
attachment to Industry as the font of 
wealth rather than retailing and 
fmawrifll services. 

Both would give regional develop- 
ment of indigeno us industries much 
greater prominence. Mr Brown says : 
“Industrial policy should restore bal- 
ance in the economy and between the 
regions.” This resurgent regional pol- 
icy would be delivered by stranger 
local bodies, built upon the Training 
and Enterprise Councils which the 
Government is setting up. 

Their visions of local industry pol- 
icy differ. Mr Heseltine says: “I very 
much beHeve that for a local economy 
to flourish there has to be a capitalist 
power structure. The entrepreneurial 
rebirth of local business creates a 
business force which is confident, 
dynamic and resourceful." Labour 
would give local authorities a more 
influential role in the TECs and cre- 


ate local investment banks to h** 
businesses throughout the regfotof*- 

The underlying sunJQaritiesbrt^i 

the Brown and Heseltine approach™ 
have provoked common mtic£h- 
They are accused of imderestWfo* 
the extent to which the BrtaslHjS 
omy has internationalised. T3» 
parties which Mr Heseltine woS*: 
champs are as likely to be Japan** 
or American as British. 

Neither seems capable of propoafe 
institutions strong enough to can-!, ■ 
the burden of rebuilding fadnstrr*: 
muscles, which they claim have been 
so badly malnourished. And aKtau]! 
both want to encourage long-S, 
mis m neither has specific proposal*- 
which would shield companies ftmr 
the pressure of City expectations. ■’-> ' 

Neither has yet addressed comfe 
hensively the defence industry*, 
adjustment to lower military speu&w 
and the sweeping impact or ttgh£ 
environmental regulations on maun- 
factoring, which could become the big 
issues of industrial policy. 

But the main doubt is the one that' 
has dogged active British indus trial 
policy since the Second World War.il 
companies are not prepared to invest 
in a particular product or place, thfe 
is little evidence that governments 
ran persuade them. 

As Mr John Hendry’s recent 
account of the sorry tale of potw 
towards the fledgling postwar Rrttk* 
computer industry, Innovating- far’ 
Failure, concludes: “If a firm does not 
want to do something, If that safe- 
tiling is incompatible with its ova 
privately developed corporate strat- 
egy, then government money trill 
make little real difference." 

Indeed. It is not clear that either Mr 
Brown or Mr Heseltine would ” 
to change corporate strat 
cajoling companies to uni 
investments they ju _ 
able. FOr, despite their . _ 
they are turning their backs on 'Ha- 
past decade's policies, both wtndd 
confirm one of the Government's 
most important breaks with the past. 

Since the 1940s, industrial policy 
has attempted to the -deci- 

sions of big companies. Mrs Thatch 
er*s governments broke with this 
interventionist approach, by focusing 
on the environment within which 
companies operate and by «tendrag 
the reach of the competitive market 
The Government cannot influence 
directly: it can only rnflm»n«» compa- 
nies indirectly by creating the extar 
nal environment to encourage ft™ 
to make the right decisions. 

Mr Brown’s and Mr Heseltine's 
vision of the context in which compa- 
nies would prosper differs from Mrs 
Thatcher's. But they both tacitly ■ 
endorse one of her most important 
shifts: that is away from specific mea- 
sures targeted at large companies, 
towards more general measures 
which affect a broader swathe <A 
small- and medium-sized companies.*. 


Albania on 
its own 

A diplomatic divers ion has 
come from an Albanian delega- 
tion to the "human dimension” 
session iff the Conference on 
Co-operation and Security in 
Eurc^e (CSCE) which is taking 
place in Copenhagen. 

The Albanians turned up 
on Tuesday and asked for, and 
were granted. Obse r v e r status 
to the 35-natton forum, which 
Is a follow-up to the CSCE Hel- 
sinki Final Act of 1975. Then 
Albanian Ambassador to 


Stockholm, Petrtt Bucfaati, told 
a news conference yesterday 
that Albania wanted to become 
a full member of the CSCE as 
soon as possible. 

There were, however, a few 
questions as to whether 
Albania was thinking of 
observing the Helsinki Sinai 
Act's provisions on h uman 
rights, let alone the basic dem- 
ocratic rights to free elections 
and the rule of law which are 
now being mooted as basic pro- 
visions ofa follow-up CSCE 
text. 

It seems not Bejo Sazan, 
of the Albanian Foreign Minis- 
try. told journalists that free 
elections and a multi-party 
system in Albania are quite 

unnecessary as " ev e r y on e in 
Albania supports the govern- 
ment and there is no opposi- 
tion". 

Still, It is not so long ago 
since a number of other coun- 
tries in Europe were 

much the name thing , and 
what happened. 


Jock’s fishing 

The late Lord Brace-Gar- 
dyne, who will continue to be 
remembered as Jock, was a 
passionate fisherman. So was 
Viscount Grey of Fallodon. 
a famous Foreign Secretary. 
Grey wrote: "Sometimes I 
think that sea trout fishing 
Is the best of all sport” and 
described in almost Words- 
worthian terms the sense of 
liberation that it brings. 

The passage was read at the 


Observer 


Thanksgiving Service at St 
Margaret's. Westminster 
Abbey, by Nicholas Ridley, 
the Secrrtary of State for Trade 
and Industry, yesterday. Ridley 
and BrucoGazdyne were dose 
allies at the ft t up they thought 
that Prime Minister Edward 
Heath was conducting too 
much of an interventionist pol- 
icy- And if Ridley ever needs 
another job, be could go in for 
reading lessons in church, ft 
was a most accomplished per- 
formance. 


Close to Fame 

■ We did not quite tip Quest 
for Fame for the Derby in our 
Item on Tuesday, but we did 
note that tbs horse was trained 
by the former stockbroker, 
Roger Charlton, the man who 
trained Sanglamore, which 
won the French Derby on Sun- 
day, Fame has duly crane. A 
£1 double bet on the two horses 
would have won £83. 


Chinese police 

■ Jan Wong, the Peking corre- 
spondent of Canada's Globe 
& Mall, tells a strange story 
at the Chinese police. Wong, 
a n wTMtflkm nf flhvnpRP pytran. 

tion, recounts that she parked 
the newspaper's beige Toyota 
across the street from the 
Peking Hotel on June 4 last 
year while she covered the 
events in Tiananmen Square 
on foot or bicycle. Three days 
later, the car disappeared, and 
the police were not helpful. 

The nine-year old car was 
spotted last month parked at 
a traffic circle. Instead of the 
black licence plates required 
by foreigners, it had been fitted 
with a police licence number 
and a band of red lights and 
sirens strapped across the root 
When confronted, the police 
told Wong they would return 
the car on June 5, once their 
minds were off the Tiananmen 
anniversary. They have now 



“This fiver’s forged, star. 

It’s got the wrong Stephenson 
on it.” 

done so. Inside, in Chinese, 
was a road tax receipt identify- 
ing the owner as the Canadian 
Globe and MaiL 


Imperial Fund 

■ The man behind the Austro- 
Hungary Fund Limited, 
launched yesterday and 
designed to invest in Austrian 
pnd Hungarian equities, is nei- 
ther Austrian nor Hungarian, 
but by origin a Czech. 

Peter Kysel was on holiday 
In England between university 
and rational service when the 
Soviet Union invaded Czecho- 
slovakia in 1968. So he decided 
to stay. His Russian was good, 
bat his En glish almost non-ex- 
istent. 

Kysel took a job washing 
dishes and carrying suitcases 
at a hotel in Llandudno, pick- 
ing up the lan g ru w w as he went 
along. He is nowthe managing 
director of Lloyds Investment 
Manag iwiAwt int ernational. 
Which will nmwag p the BCW 

fond. 

On the road from Llandudno, 
Kysel worked for Charter Con- 
solidated. He Is an engineer 


by training, and became a min- 
ing analyst. But his aim was 
to be a fond manager. He 
achieved that with Touche 
Remnant before moving to 
Iioyds Merchant Bank. 

“We are cherry-picking in 
Hungary, not buying the coun- 
try,” Kysel said yesterday. The 
idea was first put as an Austria 
Fund. K was Kys el who 
suggested putting Austria and 
Hungary together in a dual 
country fond. 

The Hungarian Stock 
Exchange officially reopens 
on June 2L Kysel says that 
he does not expect more than 
about a dozen stocks to be 
actively traded at the start, 
but tills will be the "touch- 
down before a takeoff”. The 
Fund will be the first foreign 
company to be registered cm 
the Exchange. Merrill Lynch 
International will be the lead 
manager of the issue. 


Rasser’s day 

■ Wifihaol Rasser, the hair- 
dresser, fa bath flattered and 
touched. The Princess Royal 
has asked him to represent 
her at the Manorial Service 
for Norman Parkinson, the 
photographer, at Westminster 
Abbey today, ft was Parkinson 
who introduced Rasser to the 
Princess over 20 years ago. 
They did the pictures for her 
2lst birthday together. Rasser 
has been her hairdresser ever 
since, but he never expected 
to be in quite such a prominent 
position at Westminster Abbey. 


Off white 

■ The latest communication 
to members from the London 
Bullion Market Association 
contains a warning which 
deserves wider attention about 
a current male fashion trend 
in Britain - wearing white 
socks with any colour suit 
The LBMA cautions: "If you 
do, tread carefully in Switzer- 
land because there white socks 
send a message as dearly as 
a ma n in London who is wear- 
ing make-up and carrying a 
handbag.” 



Champagne of The Season 




Veuve Clicquot 

La grande Dame de la Champagne 
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Hugo Dixon on the role telecornmunicatioiis can play in the 
reform of communist economies 

Eastern Europe tries 
to phone home 


- — -IV® nZr u ,M vast mass 
ra^an international ^ MVBr 

■— WiKiKSr w 

with one wushu 

^monitor and conholwK 

creto imposes birt^hS^JjSS 

SSfSftSK s“S 
SSrrtfelsSKSSB: 

■ifsaixssrs'.gss 

tatomafion with thL S?pl£?X 

SS^S^ 8 CU8tome «- Trade wlth 

world will be slow to 
devdop unless there is a leap forSaS 
jn international communications. And 
foreign companies will be reluctant to 

S52J? «“*eni EuropTSSK 

finance “d technofoiy, 
l iS eS u 1 j ei can communicate with 
thar head offices back home 

t? J5L new governments of eastern 
JHP2E, beginning to recogSS 
2S,S ld ^ ost > ve i ,1 ®? s . to <to^SbieOT 
size .°I their networks 

*525. : D h™ “V* the y^ 2000, with 
a priority bemg the expansion of lmfcn 
between East and West. 

TUs Dcdernfatttaii programme, 
which the UK-based Telecommunica- 
tions Research Centre estimates will 
cost about S350bn over the next 15 
years, represents a significant oppor- 
tunity for western telecommunica- 
tions companies. Eastern Europe has 
neither the technology nor the fimds 
to manage the Job on its own. 

There is much to be done. 

• People usually have to wait five to 
10 years to get phones and, in some 
places, have given up hope of ever 
receiving them. The density of iin<m is 
about 10 per 100 people, compared 
with about 50 per 100 in western 
industrialised countries. In some out- 
lying regions such as Siberia, the den- 
sity is less than one in 100. 

• Phones do not work properly. Too 
many lines have been attached to 
local exchanges and not enough 
long-distance infrastructure has been 


systems get Jammed up 

ypSMSS “ d 
SSfeiMftSftfiS: 

CtermLlSf if 17 revolut ton and, in East 
25“S* <*“* * tte^tcMn£ 

2!““ from 1922 -SSl 
^ ny rorai areas are stuck with man- 
ual exchanges, meaning operators 
SSf connections by plugging in 
Jjw by tend. There are hardly any 

toal exchaagra or fihrwSrawS 

bow common in the West 

machines, mobile 
^ ata transmission and other 
^nced services barely exist 

The parlous state of eastern 

S^fS.M_? 1 L a ® Ire 10 control com- 
Three other factors have 
mao mil i t ate d against the creation at 
efficient telecommunications. First, 
stalinist economic theory considered 
services as a cost borne by the econ- 

So while the West has been investing 
1 per cent of GDP on tei«wnm|iiwtefl. 
toms, the East has spent less than 
nali of 1 per cent of what is anyway a 
much smaller GDP. 

Second, the phone companies, 
which are even more divorced from 
consumer pressure than their western 
counterparts, have had no incentive 
to improve efficiency or to adapt new 
ideas. An example is provided by 
BHG, the famtiwg Hungarian manufac- 
turer of switches. It makiftB two mam 
models — a fairly up-to-date electro- 
mechanical switch for the Hungarian 
market and a 20-year-old tor 

tiie Soviet market- The Soviet Union 
did not want the more advanced 
model because this would have 
involved retraining its engineers. 

Finally, the West has toiled the 
East the most advanced communica- 
tions technology out of a fear it 
could be diverted to military uses. 
CoCom, the Co-ordinating Committee 
on Multi-lateral Export Controls, 
which consists of most Nato members 
plus Japan and Australia, meets in 
Paris this week to review this policy. 

But, although export controls are 
likely to be relaxed for Hungary, 
Poland and CzeehtMtin t miria — which 
have made the biggest strides towards 
democracy - CoCom is still taking a 
hard line with toe Soviet Union. This 
week's decision by the US to block the 
construction of a fibre optic cable 
across Siberia Is the most visible 

wamplfl of thin 

Where the money will come from to 
put right decades o£ neglect and ineffi- 



ciency Is toe key question eastern 
Europe most face. With toe exception 
of Germany, the governments are not 
rich enough to assume most or all of 
the costs. T n t w naHntmi organisations 
such as the World Bank will only be 
provid in g relati vely aman amo unts of 
naan — in the hundreds of imfUiwnw 
rather than billions, of dollars - for 
specific projects. 

This is forcing eastern Europe to 
turn to private companies both at 
home and abroad as its sav- 

iour, providing opp ortun ities for the 
large western phone carriers. Poland 
and Hungary, which have the most 
advanced plans, each wants to see up 
to half of the modernisation of their 
networ ks to be redd for by p riv a te 
capital. As a result, they are embrac- 
ing radical plans for demonopolising 
their teteca nnnuni catiops industries. 

Poland is planning to break the 
monopoly held by the Polish Post, 
Telegraph and Telephone Company 
Oil all aspects Of emmimnlBrt^ — 
local, long-distance, international, crir 


hilar and data cnnmmirwcn»irm«- ft is 

wlan mnditofag I mpairing lip fho wmu 

psny into its constituent bits and, in 
the longer term, privatising it. 

There are, however, likely to be 
some controls on ownership by for- 
eign companies to prevent them 
“cherry-picking" the moat attrac ti ve 
parts of the market, such as cellular 
and international ^ wnwnntiMtitwi^ 
and to ensure they also co n trib ute to 
developing local services. 

Hungary is taking a slightly differ- 
ent approach. Free competition will 
be allowed for the supply of terminal 
equipment and value-added services, 
such as electronic mail and data 
banks. Mobile m mwinniMitinnii and 
basic data communications wOl be 
open to partial mmparitlnm with one 
or two companies licensed as rivals to 
Hungarian Telecom. US West, one of 
America’s "Baby Bell" phone compa- 
nies, has already formed a Joint ven- 
ture with Hungarian Telecom to sup- 
ply rnlfnlT mobile services. 

Although the haute network and 


voice service will remain a monopoly. 
Hungarian Telecom will be privatised 
with SO per cent sold to a group of 
western phone co mpanies. 

Even if Hungary and Poland are 
successful in attracting 50 per cent of 
the fluids they need from toe private 
sector, their phone mwipantes will 
still have to generate the remaining 
SO per cent internally. To achieve this, 
a complete reform (Ml! tariffs - which 
are usually too low and riddled with 
cros&eubsidies - will be needed. For 
example, local calls In Moscow are 
free and residential customers in 
Hungary are charged only one eighth 
of what businesses pay for having 
phone w™» installed. But iiwwmidng 
these prices to costs is likely to prove 
extrem ely un popular . 

The Soviet Union lags behind its 
former colonies in eastern Europe in 
adopting radical reforms. The Soviet 
ministry of communications" current 
intention is to embark on a dose of 
mega-projects such as the launch of 
three IB- tonne satellites. 

Mr Brian Pervyshian, the minister, 
argues that there is already enough 
competition in the communications 
Industry between the factories and 
the phone companies under his con- 
trol. Foreign capital seems likely to be 
fl mit « H to joint ventures to manufac- 
ture modem equipment and to niche 
areas such as providing international 
payphones for Moscow’s top hotels. 

Nevertheless, it is possible that the 
Supreme Soviet, the country’s fledge- 
ling parliament, will force the minis- 
try to take a mare liberal line. Profes- 
sor Yuri Gulyaev, chairman of its 

telnmwiTium j ffl t lW l ff wnnml«Hnn | gajS 

factories should be freed from the 
ministry's control and licences to pro- 
vide services should be sold to organi- 
sations outside the minis try. 

Eastern Europe needs technology as 
well as money from the West, with 
toe result that it is set to become a 
battleground between top western 
manufacturers. West Germany's Sie- 
mens, France's Alcatel, Sweden's 
Ericsson, AT&T of the US and Can- 
ada's Northern Telecom have all been 
active negotiating Joint ventures with 
local companies across eastern 
Europe. These deals usually Involve 
the western partner providing tech- 
nology and finance for new equip- 
ment and the eastern partner provid- 
ing engineers, premises »wd market 


But all such agreements in manu- 
facturing wOl come to nothing unless 
eastern Europe’s network operators 
can raise enough money to pay for 
the equipment This is why the struc- 
ture of the market has primary impor- 
tance. 

Countries which choose to fallow 
Poland and Hungary down the path of 
Mhm-wliaaHrm Bhmii a fair nhnnw of 

building workable networks by the 
end of the century. Those which fol- 
low the Soviet Union - and seek to 
retain their stale-owned monopolies 
- are condemned to a slow and pain- 
ful modernisation process. 

Sacrificing such monopolies may be 
politically difficult But thin is a small 
price to pay given the vital role tele- 
communications can play in reform- 
ing eastern Europe’s economies. 


book Review 

Global view of 
a likeable hawk 


S o much In the world has 
changed in toe past year 
or two that it is bard to 
recall that Caspar Weinberger 
left the Pentagon less than 
four years ago. Mr Weinberger 
was the US Defence Secretary 
for most of the Reagan Presi- 
dency. In his own words, he 
helped the President bring 
about the "rearmament of 
America.” He believes in 
"fighting for peace.” 

Yet Mr Weinberger is an 
amiable man There is a story 
about Mrs Takako Dei, shortly 
to become leader of the Japan 
Socialist Party, going to see 
him at the Pentagon expecting 
to meet a "monster”. She went 
away surprised by how kind 
and gentle he was. In defence 
terms, he is certainly a hawk, 
but not an ultra. He is too 
intelligent to believe in the 
predatory use of force. He pre- 
fers negotiation through 
strength. 

He has written an interest- 
ing book, though you have to 
read It carefully to find the 
insights. Its form is a problem. 
Chapters are divided into par- 
ticular iwffirfpnta? the US inter- 
vention in Grenada, the bomb- 
ing of Libya, the Falklands, 
and so on - and these tend to 
be classified as successes and 
failures. Grenada was a suc- 
cess; so was the air strike in 
Libya. The American participa- 
tion in in the multinational 
force in the Lebanon was a fail- 
ure. The attempt to trade arms 
for hostages in Iran, with 
which Mr Weinberger had 
nothing directly to do, was a 
disaster and "very nearly polit- 
ically fatal for the President” 
There were two longer-term 
successes. One was the Ameri- 
can determination to go on 
deploying intermediate range 
nuclear forces in Europe until 
such time as Moscow stopped 
deploying its own and agreed 
to the INF treaty. The other 
was the prolonged interven- 
tion, with allied help, to pro- 
tect Gulf shipping lanes during 
the fran-Iraq war. They showed 
the US had staying power. 

Yet for the outsider, and pre- 
sumably also for the practitio- 
ner, American foreign and 
defence policies in the 1980s 
were not divided into chapters. 
Indeed, reading between the 
set-pieces, the most remarkable 
impression that emerges is 
how global American policy 
was - and how nuanced. This 


FIGHTING FOR PEACE 

by Caspar Weinberger 

Michael Joseph £1839. 310 pages 

comes out clearly in the Middle 
East, and Mr Weinberger can 
take some credit for it. He 
showed no deference to Israel, 
which had policies he some- 
times saw as a hindrance to 
peace. He recognised the piv- 
otal role of Syria. 

Nor was Mr Weinberger’s 
view of the world - in Mr 
Denis Healey's phrase - one of 
global unilateralism. He was 
always looking for allies, 
aware that if the US did not 
win support for its policies 
from abroad, it would be 
unlikely to get It at home. 

There are some scathing 
comments on those who 
wanted to use force without 
thinking of the consequences. 
Mr Weinberger cites Secretary 
of State Alexander Haig as tell- 
ing President Reagan early on 
that the US “will have to 
Invade Cuba and one way or 
another put an end to the Cas- 
tro regime." Compared to some 
Reagan team members, Mr 
Weinberger was a moderate. 

The book has some omis- 
sions. For all his admiration of 
Mrs Margaret Thatcher, Mr 
Weinberger forgets to say that 
she was not well pleased by the 
US invasion of Grenada. Ami it 
is strange that a book about 
foreign and defence policy in 
the 1980s should make only 
pausing references to Germany, 
and those mainly in the con- 
text of INF. 

Now that he Is out of office, 
Mr Weinberger has reverted to 
his legendary hawkishness. He 
does not think that the Soviet 
Union has necessarily become 
less of a threat under Mr Gorb- 
achev, and he deplores the 

annual de cline In US (tofptim 
spending since 1987. “Nothing 
in the world situation Justifies 
four years of reductions." 

Mr Weinberger was an effec- 
tive Defence Secretary at the 
time. He should perhaps have 
noted that the American 
defence build-up started in the 
later period of President 
Carter, just as the move 
towards detente started in the 
later period of Reagan. Not 
everything changes with a 
chaise of administration. 

Malcolm Rutherford 


Judicial reviews: lessons 
from the Continent 


Poland’s economic courage 


prom Mr Thomas Martini. 

Sir, On judicial reviews as 
with other constitutional 
issues (“A struggle unfolds," 
June 4) the UK would benefit 
from looking to continental 
Europe more frequently to see 
bow a relationship between cit- 
izen and state more appropri- 
ate to the 21st century should 
be shaped. . 

In my home country. West 
Germany, judicial reviews of 
all local regional and central 
government decisions exist as 
of right and are cost-free to the 
Individual at least up to the 
Court of Appeal equivalent. 

In the UK. I as a German 
national resident here, and my 
British solicitors have for just 
under three yeans foiled even 
to obtain a reply from the 
Home Secretary' or his Under 
Secretary to more than ten 
letters on queries concerning 
the immigration and national- 
ity status or my under-age 
daughter. In Germany I would 


have had the Home Secretary 
in court for “inactivity” within 
six weeks erf his failing to reply 
to my first letter. 

Where judicial reviews exist 
as of right and are affordable 
by all, as in Germany, they 
have the very beneficial effect 
that they discipline politicians 
and bureaucrats and therefore 
help to prevent unjust deci- 
sions or acts being committed 
by “the state." 

There is an important 
related issue in the UK. This 
country is unique In the devel- 
oped world in that the highest 
judges sit in parliament. As 
long as the Lord Chief Justice 
feels called to speak in parlia- 
ment, there is no independent 
judiciary in the UK and there 
is therefore, in the final analy- 
sis, always a political, that is 
an arbitrary, d imen s i o n to the 
law of the land. 

Thomas Martini, 

18 Poplar Road. 

Merton Park, SW19 


Tribal instincts in Canada 


From Mr Monk Sc&or-RylskL 

Sir, I scanned Professor 
Desai’s letter about Thatcher- 
ism in Poland (Letters, June 4) 
carefully for constructive sug- 
gestions but drew a blank. 

If he is a careftal student of 
eastern European change he 
will doubtless have noted that 
the industry which Poland is 
about to lose is eit h e r kilting 
its people from pollution or 
used to supply the Soviet 
Union at artificial exchange 
rates, thus impoverishing the 
nation. 

If Professor Desai has any 
ideas on how to maintain liv- 
ing standards in an economi- 
cally ravaged environment we 
will all be interested. 

In my recent conversations 
with members of the Polish 
Government - a young gov- 
ernment with first-rate aca- 
demic qualifications — it was 
Clear that P oland wo uld wel- 
come being a manufacturing 
centre for Europe because only 
then would it have the infra- 
structure to meet consumer 
demand in a liberalised world. 
At the moment, the Poles 
dream of having the UK’s eco- 
nomic problems. Professor 
Desai cannot hold that out as a 


disincentive. 

As overseas investors are 
now looking seriously at 
Poland in large numbers (Pol- 
ish debt is surely due for major 
writeoffs), they see numerous 
invest m e nt opportunities. 

Tree, there is a choice 
between a Swedish or UK eco- 
nomic model at some stage but 
no choice at all if inflation is 
not tackled effectively first 
Aim fundamental is an under- 
standing about what manufac- 
turing la appropriate for a 
country to pursue at any given 
tmw Controlled ecrnin gi i pa tr V 
to ignore this with well-known 
results. (The UK tried too). 

I believe we are witnessing 
an act of economic wisdom and 
courage in Poland which will 
need great effort and sacrifices 
to succeed. Su ccess c an be 
quicker than is currently con- 
sidered possible, but Hum east- 
era Euro pean history is in fast 
forward. 

Could it be that Professor 
Desai is really mourning the 
death of the co n trolled econ- 
omy. 

Marek Sdbor-Ryiski, 
industry Investment Associates, 
S3 Hartey Bouse, 

Marytebone Road, NWl 


prom Mrs Pcdricia ML Rustad. 

Sir, Ian Rodger (“The Cana- 
dian tragedy.” May Ml is cor- 
rect in seeing many moves in 
the history of Canada as 
-appeasement” to Quebec by 
the central government. A typi- 
cal example was conscription 
- Quebec vehemently opposed 
conscription in the Second 
World War and t hreat ®? e r x 
secession if it was imposed- it 
was not enforced by legislation 
until almost the end of tne 

^Ifhis sense by the rest of 
Canada of “appeasement to 
Quebec has grown 
vears on a number of issues. 

EfoJSefully this will be tkefinaj 

crunch - Quebec vnU go its 

own way. The reai probtem » 
still constitutional, but tne 

Meech Lake amendment is not 
the answer. Kerre Trudeau, m 
his wisdom, saw the ddemnw. 
10 provinces and their folio 
era, fighting every inch, rather 
than give up a fraction of Jb® ^ 
power to a central government. 
Trudeau nearly won, but had 
to capitulate in the end on a 
number of issues. _ 

An article in the constitution 
gives provinces the 
among other things, to o^e 
ride decisions handed down by 
the Supreme Court of 
Quebec invoked the ® 

BiU 178 m December 


1988, forbidding the English 
language on outdoor commer- 
cial signs. It was this act, over- 
riding the Supreme Court, toe 
Canadian Charter of Rights 
and Quebec's own Charter of 
Rights that was the final 
straw, waking Canadian s up to 
the feet that Quebec was to 
have a different set of rubs 
from the rest of Canada with 
the “distinct society clause m 
the Meech Lake amemlinent. 

Staort of a Canada-wide refer- 
endum which would to all 
probability opt r^oimdlngiy 

for Quebec to secede, I predict 
that we will continue to argne 
and posture, esralatiiig e^y 
decade or so to crisis levels^if 

the decision is left to the poBti- 
cians in Ottawa. 

On Mr Rodger’s finrf com- 
ment about Canada being an 

SSnpleofati^yharnmi^ 
multiracial sopety. my cjntag 
comment is 

nnliev was introduced m large 
Ertto counter-balance Que- 
clear intentio n of r emaln- 
^aScuItural state, fflve; 
Si SaSal -tribal" tosttacterf 
human beings, the concept of 
bSdSis atruly harmonious 
multiracial society can only be 
Utopian. , . 

Patricia M. Rustad, 

Afaj/or, 

Beacontfield 
Quebec, Canada 


Alarmists and greenhouse gases 


From Mr A. DoU-Steinberg. 

Sir, Ritchie Cogan’s reply to 
Christopher Dunkley’s review 
of the One World programmes 
does little to challenge Mr 
Dunkley's basic thesis. 

The United Nations Secretar- 
iat, looking forward no doubt 
to a sizeable increase to its 
budget to discuss a new 
“impending disaster” scenario 
(the AIDS scare seeming to 
have lost its ahffity to frighten 
us sufficiently to allocate the 
necessary funds to justify any 
more meetings in the Bahamas 
and similar locations) is not 
too convincing as an objective 
witness. 

And making reference to 
"300 of the wond’s leading sci- 
entists . . .(who) confirm that 
louse gases will warm 


consequences for us all” does 
nothing to contradict Mr Dunk- 
joy's point that one could find 
an equally impressive number 
who would deny that claim. 

Points to which the alarm- 
ists never seem to address 
themselves Mute 
• The feet that we know little 
of the effect of the oceans on 
the carbon dtori de equi libri um 
(toe Economist of April 7 car- 
ried a thoughtful article on 


this point). 

• To measure the increase to 
the ttmuml average atmo- 
spheric temperature (a nice 
graph of which, frequently 

going h«Ar to tin* nriHtfla of thfl 
last century, often adorns pop- 
ular alarmist articles) would 
require measurements to be 
made regularly (hourly?) all 
over the surface of the earth 
and also up to the top of the 
atmosphere an say a one-kilo- 
metre three-dlmenskmal grid. I 
am not aware that such mea- 
surements are being made at 
present and it would be inter- 
esting to know where the cor- 
responding data going back to 
the last century have been 
obtained from. 

• Since the middle of the last 
century the increase to the 
human population will have 
accounted for an increase in 
the animal output of carbon 
dioxide (by far the mentimpor- 


cf the order of lbn tons. While 
this is. of course, also 
man-made pollution, since it is 1 
not to essence western, indus- 
trialised, and capitalist 
man-matte it does not seem to 
count to alarmist cakaiTatlona. 
A. DdU-Statoberg, 

18 BoZfej Walk, NWS 


MAKE SURE WITH WPA 


WPA HAVE DIAGNOSED 
THAT PRIVATE HEALTH CARE COULD DO 
WITH SOME REMEDIAL SURGERY 

(So they have cut oat the complications with this unique Factfinder) 





Today, private medical 
insurance is regarded as pan 
of the new accent on healthy 
lifestyle and as necessary as 
any other form of sensible 
insurance. . 


WPA have a range of 
schemes that are easy to 
understand and can meet 
the personal require- 
ments of all subscribers, 
from younger people to 
those over 60 who qualify 
for tax relief 

WPA are sure that, 
although private health 
insurance needed some 
pretty drastic surgery, 
the patient is much 
improved. 

So, whether you are 
contemplating private 
health for the first time, 
replacing a company 
scheme, or looking for 
a better benefits- to- 
subscription chan you 
have currently, contact 
your Broker or Independ- 
ent Intermediary, phone 
or clip the coupon below 


to get your free WPA Factfinder 


Make sure with 


WPA 

Health Insurance 


n 


To ‘Fact tinder 


But many private health schemes still 
surround themselves with the complications of 
price bands, complex benefit tables and a range 
of premiums that tend to be mote confusing 
than illuminating. 

WPA, one of Britain’s largest Health 
Insurance Companies, decided it was time 
choosing a private health scheme was made 
easier. So they have produced their new j Address 
Factfinder that instantly tells you the subscription j 
for the scheme that’s right for you. All you have j 

to do is ‘dial in’ your personal circumstances j 

and your post code. It’s that simple. 


“1 


Personal Health Division, 

Western Provident Association Ltd., 

BS 481, FREEPOST, Bristol BS1 6GT. 

Telephone: 0272 2211 66. 

Please send me your unique factfinder as soon as possible 


I Name. 

I 


.Postcode. 


L. 




WPA HEALTH INSURANCE 
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Albania ready to adopt Helsinki accords 


ALBANIA, in a foreign policy 
reversal, said yesterday that it 
wanted to join the Conference 
on Security and Co-operation 
in Europe (CSCE) and would 
adopt all the principles of the 
1975 Helsinki Accords. Renter 
reports from Copenhagen. 

Albania, which said last 
month it wanted to take part 
in the CSCE process but did 
not speak of formal member- 
ship, is now attending a CSCE 
meeting as an observer for the 
first time. 

“The aim is that we adopt all 
the rules of the conference and 
take care to accept what has 
been accepted by other partici- 
pant countries," Mr Petrit 
Bushati, the Albanian Ambas- 
sador, told a news conference. 

Mr Bushati's statement 
affirmed that Albania, the last 
orthodox communist state in 


eastern Europe, was making a 
dear break from 15 years of 
self-imposed Isolation during 
which it spurned all alliances 
and limited Its international 
activities to the United 
Nations. 

Mr Bushati said Albania 
wanted to join the CSCE pro- 
cess. which groups all other 
European countries with the 
US and Canaria, after as short 
a transition period as possible. 

Asked if Albania would 
recognise political pluralism, 
allow a multi-party system and 
free elections, Mr Bejo Sazan, 
an Albanian delegate, said 
there was no opposition in the 
country because everybody 
supported the Government 

“If there is full approval by 

the people for the government 
there is no need to artificially 
create opposition to this Gov- 


ernment" ho said. 

Since the overthrow of cam- 
monism in most of eastern 
Europe last year, Albania, 
which is not a member of the 
Warsaw Pact, has cautiously 
begun to reform its economy, 
political system and human 
rights pdhoes. 

it has eased travel restric- 
tions, revamped the legal sys- 
tem and lifted curbs on reli- 
gious propaganda for the first 
time once they were imposed 
by Mr Enver Hoxha, the Stalin- 
ist leader, in the 1960s, Mr 
Hoxha died in 1985. 

This has brought Albania a 
step closer to meeting the stan- 
dards of Che Helsinki accords, 
which Tirana had shunned for 
15 years. 

Despite the lack of opposi- 
tion groups or parties, Mr' 
Bushati said: “That does not 


mean a lack of a democratic 
dement in Alb ania. " 

He said about ffi people were 
jailed in Albania for political 
reasons. They had tried to 
overthrow or change the sys- 
tem by force, he said. 

"There have been no persons 
harassed for... their religious 
convictions,” he said, noting 
that the law banning religious 
propaganda had been abol- 


Pressed by sceptical Ques- 
tioners over whether Albania 
truly intended to comply with 
CSCE principles, which were 
laid down in Helsinki in 1975, 
Mr Bushati said: “As we are 
taking part in the process, we 
have to observe the rotes.” 

He said Albania would not 
follow any other country’s eco- 
nomic model but, under laws 
adopted recently, industrial 


Ousted Czech co mmunis t chief arrested 


By Leslie Colit! in Prague 

MR MILOS JAKES, the former 
Czechoslovak Communist 
leader, and four senior Party 
leaders, were arrested yester- 
day, on the eve of the first free 
elections in Czechoslovakia 
since 1946. 

The five were accused of 
abuse of power and violating 
the law in connection with the 
invasion of Czechoslovakia by 
Soviet-led Warsaw Pact armies 
in August 1968. Mr Andrej 
Samel, the Deputy Interior 
Minister, said. 

However, the Justice Minis- 
try later announced that Mr 
Jakes and three others had 
been released. 

The arrests were announced 
as Mr Vaclav HaveL the Presi- 
dent, who helped overthrow 
the Communist regime, left for 
Moscow to attend a meeting of 
the Warsaw Pact's Political 
Consultative Committee. 

Mr Jakes, 67, who replaced 
Mr Gustav Husak as party 

Gorbachev 
faces more 
violence 

Continued from Page 1 
quell unrest. He also told depu- 
ties that Uzbeks from the 
neighbouring Fergana region, 
scene of bloody race riots over 
land rights last year which left 
up to 100 dead, had arrived to 
help their compatriots. 

Tass said armoured person- 
nel carriers patrolled the 
streets of Osh as military heli- 
copters hovered over the town. 

“Bloody clashes, often with 
the use of firearms, are taking 
place in five districts." the offi- 
cial Soviet news agency said. 

Mr Lukyanov, appealing for 
deputies from Uzbekistan and 
Kirghizia to help calm the situ- 
ation. said he had already con- 
sulted leaders of the two repub- 
lics. 

Osh, which is close to the 
Uzbek border, was incorpo- 
rated into the new district of 
Kirghizia by the Bolsheviks in 
1924 despite the fact that its 
population was mostly Uzbek. 
This incorporation, coupled 
with fierce competition for 
scarce land, high unemploy- 
ment. and acute housing short- 
ages, has proven explosive. 

The youth newspaper Kom- 
somolskaya Pravda said that 
the trouble in Kirghizia began 
last month when Kirghiz 
demanded land belonging to an 
Uzbek-owned collective farm so 
that they could build homes. 
The housing waiting list in 
Osh is 15 years long, according 
to local officials. 

• A crucial plenary meeting 
or the ruling Central Commit- 
tee of the Soviet Communist 
Party has been summoned for 
the weekend, at a moment 
when the party is deeply 
divided both over its own 
future and economic reform 
plans, according to reports in 
Moscow last night. 

President Mikhail Gorbachev 
seems certain to face new 
assaults from conservatives in 
the party for the increasing 
disarray in government. Mean- 
while the victory of Mr Boris 
Yeltsin as president of the Rus- 
sian parliament has strength- 
ened the hand of radical 
reformers. 


leader in December 1987, was 
forced to resign last November 
after demonstrations led by Mr 
Havel against the brutal polios 
crackdown on a peaceful stu- 
dent protest. 

Mr Jakes, as head of the 
Co mmunis t party's powerful 
Internal Control Committee, 
oversaw the purge of 500,000 
party members following the 
invasion which crushed the 
“Prague Spring” reforms of 
party leader Mr Alexander 
Dubcek. He became party 
leader in 1987. succeeding Mr 
Gustav Husak, who replaced 
Mr Dubcek in I960. 

One of the arrested officials, 
Mr Vasil Bilak, was long sus- 
pected by party reformers of 
having instigated the August 
1968 letter to Mr Leonid Brezh- 
nev, the Soviet leader, calling 
for assistance to the belea- 
guered Czechoslovak party 
hardliners. 

Mr Bilak served as the par- 


ty’s post-1968 ideological over- 
seer and was only relieved of 
the position in 1988 when his 
extremist views became an 
embarrassment even to the 
orthodox leadership under Mr 
Jakes. 

The others detained on 
orders of the Justice Ministry 
were Mr Jozef Lenart, a long- 
serving leader of the Slovak 
Communist Party *»mf member 
of the Czechoslovak party’s 
ruling presidium, Mr Rudolf 
Hegenbart, head of the former 
Central Committee's depart- 
ment of state administration 
and Mr Michal Stefanak, the 
head of the central committee’s 
international policy depart- 
ment which haH Intimate iinfa» 
with Moscow. 

Coming only two days before 
the elections, the arrests could 
further dampen the already 
dim electoral chances of the 
successor party to the old Com- 
munist Party. Public opinion 


has become increasingly vin- 
dictive toward the communists 
whose 42-year rule is blamed 
for virtually all Czechoslo- 
vakia's economic political 
fl Is. 

• Mr Jan Ruml, Deputy Inte- 
rior Minister, last 
that he had incriminating 
material linking Mr Josef Bar- 
toneik, chairman of the Peo- 
ple's Party, with the secret 
police, writes John Lloyd. Mr 
Bartondk has already been the 
subject of allegations of such 
yniti: in an Austrian «nip^T>« 

- allegations which covered 
other leaders of his party 
including Mr Richard Sacher, 
Interior Minister. Mr Ruml said 
be would hand the material to 
tiie public procurator. 

It is understood that Mr Bar- 
toneik Will shortly announ ce . 
Mr resignation from ^ leader- 
ship of the People's Party on 
health grounds. 
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BCCI plans sweeping job cuts 
in restructuring programme 


By Richard Donkin in London 

THE BANK of Credit and 
Commerce International, one 
of the world’s largest non- 
quoted banks, is cutting about 
500 jobs from its UK workforce 
and rinsing 17 UK branches as 
part of wide-ranging rationalis- 
ation plans. 

The final figure of job cuts 
by the hank internationally of 
its 14,000 workforce is widely 
expected to be about 4,000. The 
reduction in the bank's UK- 
based staff is expected to be 
nearer 1,000 when London- 
based international support 
staff are reduced. BCCI 
employs nearly 2,500 people in 
the UK at present. 

The bank is still examining 
proposals to reduce its pres- 
ence in a number of countries. 
This would include moving out 
of South America, much of 
North America and Nigeria. 

The cuts have been forced by 


after-tax losses of $498m 
recorded by BCCI in 1989. The 
restructuring programme will 
take the bank’s headquarters 
from London to Abu Dhabi and 
is likely to see its base of regis- 
tration move out of Luxem- 
bourg. 

BCCI, with assets of $£L5bn, 
made provisions of 5600m in its 
1989 accounts for bad debt, 
most of it trade related. 

Yesterday was the deadline 
for employees to accept volun- 
tary redundancy terms. Mr 
David Burton, an official of the 
international banka division of 
BIFU, the banking union, 
described the terms as “black- 
mail. ” 

He said: "The employees 
know that if they don't apply 
for voluntary terms, the com- 
pulsory redundancy terms will 
be even worse.” 

Mr Shahid Ahmed, BCCTs 


spokesman, confirmed that the 
bank would make more staff 
redundant when it moved its 
headquarters to Abu Dhabi, 
probably in August or Septem- 
ber. But he said that the figure 
of up to 4,000 being suggested 
by some yesterday, was specu- 
lative. He added that the num- 
ber iff UK branches would be 
reduced from 43 to 26 by the 
end of July. 

Redundancies had been 
expected since BCCI 
announced its 1989 results in 
May and confirmed that con- 
trol had passed to Sheikh 
Zayed bin Sultan al Nahyan, 
the ruler of Abu Dhabi who 
now balds some 77 per cent of 
the equity through a number 
of government agencies. 

In January two BCCI subsid- 
iaries pleaded guQty to drug 
money laundering charges in 
the US. 


Chicago to oppose SEC switch 


By Barbara Durr in Chicago 

THE CHICAGO futures 
markets and their defenders in 
Congress pledged yesterday to 
fight and defeat a long-awaited 
proposal by the US Treasury to 
shift regulatory authority for 
stock index futures from the 
Commodities Futures Trading 
Commission to the Securities 
and Exchange Commission. 

The Treasury sent the pro- 
posal to Congress late on Tues- 
day. 

The exchanges believe that 
SEC regulation of stock index 
futures and. in particular, its 
supervision of margins - 
money deposited as security 
against losses - would harm 
their competitive standing in 
international financial mar- 
kets. Chicago accounts for half 
the world's futures business. 

The exchanges, which set 
their own margin payments 
and are subject to federal 
supervision of margins only In 
emergencies, fear that the SEC 
could force margins so high 


that the futures business 
would move overseas. 

Mr Nicholas Brady, Treasury 
Secretary, believes however 
that stocks, stock options and 
stock index futures are one 
market and should have one 
regulator. He contends that 
stock index futures played sig- 
nificant rotes In the stock mar- 
ket drops of 1987 and 1989. He 
suggests that unification of 
regulation would decrease the 
chances of market disruptions. 

Senator Patrick Leahy, Dem- 
ocratic chairman of the Senate 
Agriculture Committee, which 
oversees the CFTC, says Mr 
Brady's proposal is based on 
“false advertising - it will not 
prevent another crash in the 
stock market,” He charges that 
the proposal would raise "a 
hornet's nest of legal uncer- 
tainties” and that , by “weaken- 
ing the CFTC, It will guarantee 
future commmoditles scan- 
dals.” 

Mr Leahy referred to the 


1989 revelations of trading 
fraud that followed a two-year 
Federal Bureau of Investiga- 
tion probe of the two Chicago 
exchanges. The Treasury's pro- 
posal - the Capital Markets 
Competition, Stability and 
Fairness Act - would also 
amend the Commodity 
Exchange Act which says that 
any financial instrument with 
the quality of a futures con- 
tract must be traded on a 
futures exchange and come 
under exclusive authority of 
the CFTC. 

The Chicago exchanges 
argue that, if reform must 
come to fina ncial regulation, 
the SEC and CFTC should be 
combined In a new agency. 

Underlying the regulatory 
battle is fierce regional compe- 
tition between the New York 
and Chicago finanrial markets. 
Mr Brady is regarded as a 
staunch ally of Wall Street 
m International Mar- 
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Continued from page 1 
The Institute expects a foil of 
between DM20bn and DM25bn 
in the trade surplus by the 
middle of next year. 

The motors of growth hi the 
first quarter were investment, 
which increased over n per 
cent, and private consumption 
which rose 4 per cent Private 
consumption was boosted by 
tax cuts and by the inflow last 
year of more than 700,000 refu- 
gees from East Germany and 
Eastern Europe. 

Strong growth is continuing 
to reduce unemployment 
which fell In May to 1.82m or 7 
per cent. Mr Heinrich Frank e. 
president of the Federal 
Labour Office, said that job 


cre at i o n was comparable to the 
"economic miracle" of the 

1950a. 

One sign that the first quar- . 
ter growth may not be sustain- 
able is that industrial produc- 
tion foil by 2 per cent In April 
after the March figure was 
revised upwards. However ana- 
lysts said this was largely the 
effect of the on seasonal 
strength in building activity in 
the first quarter. They expect 
the second quarter of 1990 to be 
flat rather then negative. 

Mr Gerhard Pom, the East 
German Economics Minister, 
yesterday predicted that 
500,000 new jobs would be cre- 
ated this year in small and 
medium-sized businesses. 


and agricultural enterprises 
would be self-financing. 

They would not be financed 
from the state budget but 
would be self-sufficient and 
would share profits among the 
workers. 

• The widow of Mr Enver 
Hoxha came out in support 
yesterday of the reform pro- 
gramme of Albania's President 
Rawifa aua in what may be a 
significant victory f or M r 
Aba’s course of reforms, writes 
Laura SUber in Belgrade. 

Speaking in public for file 
first time in a month, Mrs 
Nexhmija Hoxha spoke at a 
meeting of the Democratic 
Front of Albania. According to 
the Yugoslav news agency 
Taping, Mrs Hoxha evaluated 
positively Mr Alla's pro- 
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Spain, UK 
to thwart 
EC rule on 
emissions 

By Tim Dickson in 
Brussels and Steven Butler 
and Alison Smith in 
London 

EUROPEAN Community plans 
to stabilise carbon dioxide 
emissions by the year 2000 
seem certain to be frustrated 
by Britain and Spain at a' 
meeting of EC environment 
ministers In Luxembourg 
today. 

Mr Chris Patten, Britain’s 
Environment Secretary, yes- 
terday defended Britain’s deci- 
sion to stabilise emiss ions by 
the year 2005, saying the com- 
mitment was realistic. He said 
that other countries needed to 
put in place policies that 
would achieve reductions in 
greenhouse gas emissions 
rather than simply to espouse 
goals. 

Mr Patten also dismissed 
opposi tion Labour Party accu- 
sations the Go v ernment 
had intentionally inflate d pro- 
jections for the growth In car- 
bon dioxide emissions by 2005 
in artier to exa gger a t e the sig- 
nificance of the policy. 
Detailed g over n ment measures 
to limi t mfaiitniM are to be 
spelled out In a white paper 
(poliqy document) later this 
year. 

Carbon ]g flm main 

greenhouse gas far 

global wanning and Brussels 
is anxious that the EC take a 
lead ahead of the crucial 
United Nations co nf erence in 
November to consider candnr 
sfams of the Inter Governmen- 
tal Panel on Climatic Change. 

Mr Patten also appeared to 
s upp o rt the notion that the EC 
should take a lead in global 
negotiations on greenhouse 
gases. 

However he said: “It doesn’t 
make modi sense to have a 
Community aspiration without 
any means to achieve it We 
think that the difference 
[between Individual countries] 
should be recognised by every- 
one, but that everyone should 
sign up to a public strategy." 

He also cautioned that the 
, accumulation of scientific evi- 
dence in the years ahead could 
warrant stronger measures 
that would have a disruptive 
effect on the economy and 
have unpleasant consequences. 

The Spanish Government 
has made dear that it does not 
want to sign up to any target 
date and other Mediterranean 
countries are demanding a 
later deadline for themselves 
to be written into the formal 
text But much of the attention 
will be focused on the UK, 
which maintain^ t W 2005 is 
the earliest feasible date for 
such a committment 

Britain's position has come 
in for considerable criticiszn. 
not least from Mr Carlo Bipa 
di Meaiw, the EC's Environ- 
ment C ommlninniir . 

Mr Bryan Gould, Labour 
Party spokesman on the envi- 
ronment, said the Govern- 
ment’s "far-fetched" projec- 
tions for future carbon dioxide 
emissions were for greater 
than any other serious study. 
Thus the pledge to cut proj- 
ected emissions by 30 per emit 
amounted to no more than a 
"do-nothing" policy.” 

In contrast to the Govern- 
ment's position, a Labour gov^ 
eminent would be working 
with its European colleagues, 
not “dragging its feet" 

Mr Gould suggested that a 
“leaked" document purporting 
to be an ac count of a conversa- 
tion between a senior Depart- 
ment of Energy official and 
representatives of the Confed- 
eration of British Industry, 
showed that the CBI agreed 
with the Labour Party’s view 
that the government projec- 
tions were exaggerated. 

However, the CBI said later 
that it differed wife the Gov- 
ernment only on the contribu- 
tion of various sources of 

emlndnn. 

“The CBTs own discussions 
have arrived at much the same 
conclusion as the Govern- 
ment’s on the overall level of 
future emissions," it said. 


The 

of 


The plunge in the crude oil 
price Is aaanwiing formidable 
proportions. Having touched 
$23 a barrel earlier in the year, 
spot Brent crude was at we 
time yesterday tr ading close to 
$14-50. Opec members are once 
more bickering amongst them- 
selves. The Saadis have appar- 
ently lost patience with the 
inability of other countries to 
meet production targets and 
are threatening to teach the 
others a lesson by drivi ng the 
price down further: overpro- 
duction is already such that US 
stocks are now at an eight year 

record. 

Though there is a wide- 
spread belief that the 
long-term direction for the oil 
price Is upwards, the current 
slump iwBWfl good news for 
economic policy makers. In the 
UK, in particular, if the big oil 
companies be persuaded to 
cut petrol prices the govern- 
ment could yet prevent infla- 
tion from topping 10 per cent. 
The problem, as the winter's 
price spike showed, is that the 
market is volatile enough for a 
sodden cold snap in the US, or 
a heightening of political insta- 
bility in the Middle East or 
Soviet Union, to drive the price 
back up But if sustained 
on a worldwide basis, 
depressed oil prices mean 

lower iriflnHnn and higher eco- 
nomic growt h — good news for 
bond and equity prices respec- 
tively. 

GPA Group 

How much longer can GPA, 
the high-flying Irish aircraft 
financing group, defy gravity? 
The question is of more than 
passing Interest GPA is now a 
major Wnawdsl institution In 
its own right, valued at $4bn 
htinr and MdpK by the grow- 
ing number of distinguished 
names an its letter bead, it is 
only a matter of time before it 
seeks a stock market listing. 

Over the last couple of years, 
its revenues have trebled to 
S2bn. white its aftertax profits 
last rose 59 per cent to 2242m. 
Based on the last private trans- 
action, its shares are selling at 
15% times earnings and yield 
less than 2 per cent A typical 
big US or UK bank is lucky to 
seu on six times earnings and 
yields three times as much. 
However, the bulls argue that 
this is no ordinary financial 
institution and that ft looks 
positively cheap when com- 
pared with the beady multiple 
of Boeing. 

The force of the latter com- 
parison is that both companies 
are benefiting greatly from the 
continued ordering frenzy for 
new aircraft and have a vested 
interest in prolonging ft. OTA, 
which makes a thud of its prof- 
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480 


side 

oil 



its from aircraft sales. 
Increased its leased Beet by 40 
per cent to 240 aircraft last 
year and has orders and 
options for another 700. This te 
afi very well when aircraft val- 
ues are rising; but the question 
arises of what happens if the 6 
per cent per annum industry 
growth forecasts turn out to be 
wrong. To date, GPA has been 
particularly successful in lay- 
ing off the risk from its own 
modest balance sheet But in 
an industry where a new 
jumbo jet can cost 2120m, there 
must be limits to how for it 
could insulate itself were there 
ever to be a sharp tan in air- 
craft values. Talk of GPA being 
a recession-proof stock is bun- 
kum. . 

Thames Water 

It looks as if the first annual 
reporting season of the 10 pri- 
vatised UK water utilities may 
not be such a dull affair after 
alL Yesterday Thames Water, 
the biggest of the bunch, 
declared a dividend 3A per cent 
largo: than promised, ft may 
not sound a lot, but it under- 
Unas Thames’s amhititm to be 
the undisputed market leader. 
Perhaps one of its more ambi- 
tious rivals wfll trump it by 
actually making a dividend 
forecast. 

In an industry where the 
ann ual revenues can be fore- 
cast to the nearest £5m, this 
would not seem a particularly 
outrageous thing to do. It is 
going to be a couple of years 
before anything sensible can 
be mM about the success of 
individual companies’ capital 
spending plans. Meanwhile, 
they have nothing to be lose by 
trying to improve their rela- 
tively low stock market rating. 

Reed 

Reed International's full year 
figures round off the compa- 
ny's period of probation for its 
conversion into a pure pub- 
lisher. At the outset, the prom- 
ise was of two years flat earn- 


ings to be followed by sham 
recovery. In the event, 5S 
cent growth in earning {JJ 
share in year one has bseafci 
lowed by 11 per cent iavfcjr 
two. But just as the ts 
was less flat than 
the recovery may prove W 
exciting. 

The underlying position u 
obscured by last year’s ezce£ 
tional profits, which cotiM 
result in this year's stated 
earnings being up by no mow 
than 5 per cent But oresrie 
growth should he more lik» 
last year’s 9 per cent, w$h 
maybe 5 per cent on top fom 

the frill year inclusion ofaemfl. 

sttions. 

That ought to Justify « w* 
mi um to the market ratter 
Whether Reed will get Ub 
another matter. Some 4a per 
cent of revenues come directly 
from advertising, which the 
market remains convinced is 
in the grip of cyclical depses 
sion. At 435p the Shares are on 
a prospective 19% times, hav- 
mg moved sideways relative to 
the market for the past year 
Despite the company’s evident 
qualities, they may remain 
unexciting until there is the 
clearer prospect of a consume 
upturn. 

Body Shop 

Yesterday’s results may 
mark a turning point in the 
history of Body Stem. Pre-tax 
profits of £14J5m were In fae 
with expectations, hut only 
after these were downgraded 
during the year. Amfhy tfe 
end of the year, Uke-for-Hke 
volumes in the UK ware flat. 
That is a remarkable change 
for a company whose trade- 
mark has been exceptional 
growth. . 

The bulls justify the still 
stratospheric prospective rat- 
ing of 30 plus by tire potential 
for overseas growth; Other 
countries, even the nmranri- 
ronmen tally minded itaHiww 
seem to be enthusiastically 
taking to the Body Stopfer- 
mula. But it is quite a Step-far 
the current management to 
achieve major multinational 
retail status. Costs can tin 
rapidly, as shown fay the leap 
to 100 per cent plus gearing 
which necessitated yesterday's 
£29m placing and offer.' ' 

The shares, although. dam 
by almost a third tinea their 
peak early this year, are stffl 
sought after - they dosed 
unchanged despite the ptoring 
But though the companies 
record has certainly bathe-oat 
its premium rating in the pad, 
the risks inherent in molttea- 
tional expansion suggest the 
current premium is too Ugh. ' 


Who knows most about 
low-risk Investments? The house that leads - 
the way in index products. * , «. ^ 

is dear. Major investors are seeking investment opportunities 
that will make them money while minimising risks. 

BZW knows where to find many of these opportunities. 

Because we’re helping to create them. 

We alone have purchased and placed £230 miffion 
of quoted UK Index Loan Stock: £150 million in British Assets 
TVust, £60 million in Scottish American IVust, £20 million in 
BZW Convertible Investment Trust. 

We also make markets in all four index stocks. 

In fact at BZW we’re truly committed to finding the 
right products for our clients, even if that means developing cot r . 
own. And that’s a process that requires incisive interpretation ; 
of our clients’ needs as well as a thorough understanding of l 
Market. 

Does this say anything about the kind of service we • 
Offer? It says everything. Because it's the unrivalled closeness v ;; 
of our relationships with professional investor* that gives m : M 
the edge in delivering new products. :}.:iz‘ y "X 

And gives them the edge in a difficult investment climate. 1 
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a final twist 
°* fi*® knife 

^^n'mebSSte to?S^, l S , ? ple,Bd *>■» vie- 
drinks and linSlS^2 r i: VMH ' France's 
by evicting his last ^nfltomerata. 




cl5^^*^Jmbeginnlnfl. the 
venom which has °* **» 

flte- Georoe GrataHJ?^^ * nj *" 

Bread upon the water 

Thames Water Is aiming 

^E^ tenew share- 
holders with a dividend 
Pfyre® 11 * bigger than 
mat forecast in its flote- 
“° n prospectus last 
autumn. Yesterday, 
reames recommended 
l® 07 ^ Per share against 

an expected 9.72»>. This 

Rightly more than 5 p £52 SETS* prof,te 
forecast Roy Watts S^ t cent h, 9ber than those 
payment « M Thames- 

"provide s hareho klers'wmf 3 "^ 8 d ? alr ® to 
on their inv^SSS^J?^0^"0 return 

American Airfinss putts 
out «* Argentine race 

to m b!S^eiS^5^2^ rawn ■*»" tbo race 
neas aJSSSiS u^?°' owned airline. Aeroii- 
neas Aipentinas. However, the Argentine Gov- 

arnment announced yesterday that KLM the 

SStSS^ had A to riSfMh 

Varig and the bank 
Chase Manhattan. Also yesterday, Swissair. 

Aori?w&r** n, ^!!S nal air,in ®» said te results In 
JfJl ^?I2. J be,ow ex P«*atlor»s 1 " and that it 

oS?te n p l ^SlS. , S nediato hlrinfl freezo to ^ 


Gold’s giddy decffno 




Even Johannesburg's toughest gold bulls are 
looking decidedly groggy at the continuing 
decline of the JSE All Gold Index. On Monday; 
the index shed another 93 points, or nearly 6 
per cent In spite of a small recovery since 
then, the Index has fallen about 33 per ct^tt " 
since the beginning of February — and there-ta 
widespread view that It Is still overvalued? 
Philip Gawith reports. Page 40 


Singapore groups buy 
into HK publisher 

Two Singapore groups are to take a 14 per 
cent stake in South China Morning Post Pub- 
lishers, the profitable Hong Kong newspaper 
company owned by Rupert Murdoch's News 
Corporation. The deal with Singapore Press 
Holdings and United Overseas Bank forms part 
of a share flotation of 48 per cent of Post 
Publishers. This should yield more than 
HK$2bn (US$257m) for Mr Murdoch's heavily 
indebted empire. Pag* 19 
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G UARDIAN Tndnrf^ fho 
inlvataly-owned US ^ass- 
maker, caused sane dis- 
tress to Europe’s established pro- 
ducers when it put up a big 
greenfield plant in Luxembourg 
nine years ago. 

They were right to be anxtous. 
Since -that. Guardian hag come 
from nowhere to grab 9 per cent 
of western Europe’s flat glass- 
making capacity; and it is on the 
uflhjMive again with an aggres- 
sive plant-evening p rog ramm e in 

southed Europe and Hungary. 

Guardian is not the only com- 
pany to be opening new plant in 
the gloss industry's battle for 
dominance of a market which 
some fear might he entering a 
slowdown in growth. But its 
strategy of speciahsing in a lim- 
ited range of glass sheet in high 
volumes is radically different 
from the E u ropean industry’s tra- 
ditional giants - and they do not 
like it 

' France’s Saint-Gobain and, to a 
lesser ext e n t, HQtfngton of the 
UK have been busy buying glass 
fabricators and distributors, in 
Search of M ghar merging anil 
more control over marketing. 

Guardian has done . precisely 
the opposite, * concentrating 
fonfeaad 031 increasing its output 
mid avoiding downstream inte- 
gration. This Irrita te* Hm> Miwwr 
players, which fear that Guard- 
ian might be creating an overca- 
pacity which win cripple prices 
when Uk next downturn comes. 

"We exist became there Is a 
shortage of good Quality supptt- 
era who don't compete against 
their own customers, 1 * says Jim 
Moore, the burly 38-yearold man- 
aging director of Guardian 
Europe. “So long as that holds 
true, we wfll continue to build 
pkmte as quickly as we can adl 
am out." 

Guardian’s first Eu rope a n floa t 
line was set up in 19BL It was a 
sign — Mnniw others — that the 
orderly relationship which had 
'developed between the Mg Euro- 

^eS-^r^tenre’ on'l^kte^ton’s 
float Mass technology, would 
never, be the same. 

Now the order of play bin been 
shaken up again. Saint-Gobain 
last month purchased Soiaglas, 
com: of Britain'atwo largest fabri- 
cators and di st ri bu tor of.bqpd- 
ingglass. The deal threw Into 
question the unspdken- agree-, 
ment between the . French com- 
pany and Pilktngton, under 
■HWi they to leave ea dr 

other alone on their home 

ffin tliflitiffsti 
^m^f» n^gte"than ftmntinn 

i n v est m ent add for a fifth Euro- 
pean' float line, possibly near 
Mines In southern France, to add 
to fhe two it now hm in Luxem- 
bourg, the third it bought and 
modernised in Spain five years 
ago and t he fo urth it will opm in 
Hungary next year. 

Arrogantly perhaps, Mr Moore 
believes Saint-Gobain bought 
Soiaglas to give it a UK market 
that it could not easily obtain 
alone. “They could not get in, so 
they Just went ahead and bought 
aaUce of file market,” be says. 
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By David Thomu in Zurich. 

ASEABROWN BO VERT the 
Swediah-Swlas electrical epgL- 
neerlng group, is piiniiilng to 
have anmini .Aries of -yi fn 
eastern Eurox» by the nrid4990s; 
Mr Percy Barnevik, ABB’s chief 
executive, said yesterday. - 

Tt will be a fairly Mg jump hi 
turnover, but it wfll not change 
the total picture (of ABBX” rhe 
said. Mr Barnevflc Is one '.of Ihe 
first heads of a leading European - 
company to announce sales tar- 
gets for the new^ IfiNEuaiMing 
eastern bloc. -. 

East European sales of SLSfan 
would account JGor 4 percent of 
ABB's expected turnover in; 1995. 
The sales figures exclude -.East. 
Germany, but Include tha Soviet 
Union. • - < 

At present, ABB has annual 
sales of $20am430Qm to eastern. 
Europe, equivalent to about l per 
p«wt its tQEnovar. 

Mr Bamevik explained that 
needy all the planned increase in 
the group’s east E u r op e an safes, 
would come from acquisitions 
and joint venture s within the 
countries. “We win have licence 
agreeme n t s , wkwHiy wteirwa mvi 


'ABB ; :tos%3sawr^i^ct a big 
increase in fore^jn Imports into 
eastern Europe, because the 
countries - therer lacked the 
ftnnnm to IMV fOrfiW™- At Dies- 

ent, foreign imports represent 
about 4 per -cent :ef -.the total 
annual spending otabnoet 844m 
by eastern European cocmtrieson 
equ ip ment such as power genera- 
tion and transml Baton, ABB’s 
core products- j ? 

' Mr BarnevlksaldABB would 
want to establish .operations 
throughout eastern Europe and 
the Soviet TUtm. 

The only deal Si has cnmi ilat Hi i 
there so toisitfe acquisition of a 
majority holding in Zamech, 
Po land’s bigg pst steam, turbine 

The laws govmning jdtnt ven- 
tures in Gzednrioyalm and Hun- 
gary BtiDl need to he clarified^ Mr 
Barnevlk said. He also^explalned 
■ Hurt: one of the wuHn constraints 
on. involvement . in ’east* Europe 
was .management resources, 
since most companies there 
•n nnAw t , help - w lfir t ra in ing fttt 

MMwagw B aw.mnfli agpgplftn - 


i VI ■■■ 


h r T r > r,^ F!rt 

i ■ r-r .i i 

' Aft- * ¥ ' ir .'.*7 


mapt-. earlier in the (Hay. that 
StocSt Beech $Bcuri£fes,'tiie'firis-'' 

S i "Sale - of seVcaad nayto^of 
was imminent tigforo JSeL 
group went into administration 
on Sunday, but is though t to 
have been held up by attempts 
from purchasers to negotiate 
lower prices- following the 
group’s insolvency. 

One adviser negotiating the 
sale of part of the group, who 
refused to be named, safrk ^ome- 
tbing will have to happen very 
soon. The clients are walking out 
of the door as we speak - ami 
for many of these businesses, 
that is the only asset that they 
have.” 

He said that the value of the 


' HmHn g-anJ investment advisory 
wi™ which Is. thought to have 
Mnr(|Rg iihf money 

of, 

^hflPA 

LJtiSatilL Qrffijp on' 

Monday that ft expected to nave 
a safe agreed by fiie Mlowing 
day. By y e ster da y evening, how- 
ever, the safe had still not been 

rHru-hprf 

The Securities Association, the 
UK regulator of the securities 
industry, has been concerned by 
the failure of Stock Group to 
secure its future and by the , 
potential damage to investors j 
earned by the delay. However, it ; 
said yesterday that none of its 1 
rules had been broken and that 
the group was continuing to 
trade normally. 


British Steel close to 
Klockner-Mannstadt 

By Ctiariee Lsadboater, Industrial Editor 


BRITISH STEEL’S long-planned 
move Into the West Gennan mar- 
ket through the acquisition of a 
subsidiary of KUckner-Woke is 
expected to be announced next 
month. 

Sir Robert Scholey, British 
Steel’s chairman said fids week 
he was very hopeful that the 
company’s negotiations to pur- 
chase the K15ckner-MannstSdt 
steel works at Triadoicf from the 
West German steel, plas ti cs and 
mmihiner y group WOUM be con- 
cluded soon. The company has 
also been holding i mi t ati ve .talks 
with a number of East European 
producers to explore possible 
areas of collaboration. 

The Klflckner- Mann s tadt^ pur- 
chase will be tte first significant 
acquisition British Steed has 
made to expand its production 
base into Continental Europe. 
Last year its plans to acquire 
KH frVwar & Co, the steel trader, 
were thwarted when the com- 
pany’s then owner Deutsche 
Bank' decided to sea it 'to "Hag* 


Prfttoh Steal 
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The' West German energy and 
'chemicals company. BEctaur & 
Co Is a different company from 
KIDckner-Werka. 

- On Tuesday Kldckner-Werke 
said it was very dose to agreeing 
the Mfickner-Mazmstfidt safe for 
about £L 06 ttL The purchase will 
give British Steel an important 


Storebrand and Uni agree merger 


By Kftren Fossil in Oslo . 

STOREBRAND and Uni 
PVursikrizig, -two- of -Norway^s top 
three insurance, co mp a ni e s , plan 
to mage to form Scandinavia’s 
second-biggest Insurer and. the 
void’s 12th hugest In the afTand 
marine sector. _ . 

The companies said yes terday 
they had signed a letter of intent 
to form Um Storeb rand, wMch 
win be the biggest insurer m the 
region, after Skanffia ttf S wed^ , 
jn tenns of grow annual prerm- 
ums. The new group wffl l»ve 
combined assets of NKzSObn 

wfll tom 4300 
employees and estmmled annual 
turnover of NKt25to.. This wffl 
make it Norway’s tlurd-largMt 
company after Norsk Hydro, the 


country's largest pubittdy-quoted 
company, ana Stktall, the state- 
owned oil company. 

“The plan to . merge gives a 
Norwegian response to increased 
intematfonal competition both at 
home and abroad — an insurance 
company wito striking power and 
under Norwegian control,” the 
new company’s feeders said in a 
joint statement. 

Mr ■ Arne' SSahge, '■ Norway’s 
finance minister, said he was 
“positive” towards the deal, 
which strengthens the 0x1000/8 
c om peUtiv eness domestically and 
internationally. 

The companies said that Store- 
brand was Norway’s leading 
property and casualty insurance 
company and Uni was the coun- 


try’s leading life assurance firm. 

TlVrl artfl wwiwl w nwit 

each other in several rfttomain 
business areas,” the statement 
ad ded . 

Mr Jan Erik Langangen, Store- 
hrand’s 'president mu rfrfpf exEo- 
utivo, will assume the same posi- 
tion for the new company. -Mr 
Tborleif Borge, Uni’s president 
and chief executive. Is to became 
Uni Storebrand's fuR-firne chair- 
man, ' 

The merger requires that Uhi, 
a mutual company, be “demutu- 
alised” and restructured into a 

hnlrifog com pany . The .flW l gives 

shareholders in Stordrmnd 60 per 
cent of the new ammany and uni 
shareholders the balance. 



Eu ropean b ucca n eer s: Goardian Eh roprt director James 

Moore (fed} and Davtd Fard, safes directmr 

US raging bull 
charges at 
European glass 

William Dawkins on how Guardian 
has shaken up a traditional industry 


The French comp a ny refects fids 

wnftlyda 

Even so. Guardian's plans to 
boost its capaci t y have crested 

mlM alarm g£ gtinfr Oo Mn. Mr 

JeenLooia Befb, the riiaixman, 
has pleaded with Mr Roger Fan- 
rotxx, French Industry minister, 
not to allow file US newcomer 
significantly more investment aid 
than Salnt-GobaM received for its 
last new French plant. Mr Fau- 
roux, a former Saint-Gobain 

riiafttnan . la tha Hnd of man who 

will avoid opening himself to 
charges of doling out favourable 
treatment to Ms old company. 

Guardian’s competitors point 
out that France Would be the best 
-. str a te gic <*«*"■ by for: H owe ver , 
the BS c umpeny contfamee to 
argoe that tt could just as wdl go 
to. Spafi or Roly, presumably a 
barE^fnliigMdy to get the best 
aid offer. The loss of the 3100m 
prelect and its 260 jobs would be 
a Mow to the 15 per cent jobless 
of XRmes, though tt Is likely to 
make little difference to Euro- 
pean competition. 

Guardian’s compet it ors might 
ask themselves how fids formerly 
obscure company can have 
become such an irksome Euro- 
pean presence in less than a 
oecade. Its film worid turnover 
still Guardian minute 

compared to Saint-Gobain, 
Europe's number cue, with safes 


of FFTGShn (fLUBbn) last year. 

Dubbed “the raging bull of 
gjaasmaktng** by a US business 
magazine, Guardian is the cre- 
ation of William Davidson. This 
taciturn basketball fiend was 
called in to save the family’s ait 
lng windscreen businesses in the 
late 1950s. He realised that too 
much of the Detroit-based compa- 
ny's fortunes rested on the prices 
charged by a small wmfer of 
glassmaking suppliers. 

By the late 1970s he was aMe to 
respond by opening Ms own glass 
plant in the US, using Pflkhig- 
ton’s fiwtf process mwH license 
ba ms which caused a long legal 
row between Guardian and the 
UK company. 


M r Davidson saw that 
control of the European 
market also rested in 
surprisingly few hands. That Is 
why he entered Luxembourg, 
with the help of a local glass dis- 
tributor and close personal 
friend, Mr Ferdinand Kohn. 
Today, nearly a third of Guard- 
fen's worid sales are in Europe, 
SR in flat bonding glass. 

One look at Guardian’s high-se- 
curity Luxembourg plant, a glass 
box standing above the scrub in 
an otherwise featureless plain, 
shows that tt has all advan- 
tages of a newcomer to a tradi- 
tional industry. Whatever the 


terms under which it acquired 
Pilkington’s technology, it could 
move into modem glass-malting 
without the costly restructuring 
needed by Older companies. 

Guardian denies charges of 
undercutting prices; though it 
claims that its low costs allow 
operating profit margins three to 
four times the European glass- 
making average. 

The cfficRs of the eight senior 
executives in charge of the Euro- 
pean operation are just yards 
from the computerised sales 
room and from the float line 
Itself. 

Delivery trucks from the com- 
pany’s fleet of 100 vehicles sit on • 
an enormous tarmac apron at the 
wv — an unusual sight in an- 
industry where most gtessmahsre 
subcontract dehveries. 

Decisions are made test and at 
a surprisingly junior level. This 
is made possible by just five lev- 
els of hierarchy from the shop- 
floor to tha top MwuwTf. hi 
theory, a Junior salesman has the 
power to change an entire plant's 
production schedule, in response 
to unusual orders, la short, the 
Mace has the slightly buccaneer- 
ing feel of a successful small 
company. “We try to be bfg and 
thing small at the ««wia time," 
says Mr Moore. 

It has had to reorganise an 
existing European plant just once 
- Vldrledos de uiodio In north- 
ern S pain But Guardian 
to have brought that to profit, 
without forced redundancies, 
within two years. 

Guardian’s relations with its 
customers, mainly wmH family , 
owned construction and glass 
fabrication businesses, are also 
unusual The US group will fre- 
quently angle for glass supply 
contracts, the fabrication of 
which it will then let out to the 
best bidder among Its customers. 

A recent example Is the gbm« 
skin for Frankfort’s new Messe 
tower, Europe’s tallest building, 
which Guardian let to one of its 
300 or so mnafl West German cli- 
ents. “The architects on the 
building just couldn’t understand 
why we weren’t doing the fabri- 
cation ourselves,” says Mr David 
Ford, Guardian Europe’s sales 
direc to r . 

The obvious risk to Guardian’s 

approach jg that the bigger Euro- 
pean competitors wlQ continne 
their present strategy of buying 
glass fabricators until the inde- 
pendent market b too «imH to 
sustain the US company profit- 
ably. . . 

But, says Mr Moore: “There is 
a Unfit to the wnrnhm- of fabrica- 
tors Saint-Gobain can buy with- 
out running into the cartel 
authorities. We thfoic there will 
always be an independent cus- 
tomer base.” 

But what would happen to 
Guardian in a downturn? tt was 
profitable in the last glass Indus- 
try recession, in 1983 when Euro- 
pean prices were a quarter of 
today's levels. One of its US com- 
petitors, PPG Industries, even 
maintained later thnt Guardian 
was the only glassmaker that 
could make money in those con- 
ditions. “Nothing has changed,” 
says Mr Moore. 


purchase 


fo othold in West Germany as it 
prepares for reunification with 
East Germany. The modernisa- 
tion of East German indnstry is 
expected to boost steel demand. 

The acquisition of KHckner- 
MamwtMt. which m anuf ac tur es 
s t ruc tu ral steels, will further 
British Steel’s ambitions for a 
substantial increase in its gal es 
to the Continental construction 
indnstry. On the Continent struc- 
tural steel is used in only 20 per 
fflnt of buildings. 

The expansion into European 
will be a test of British Steel's 
re s o u rces and ma na gemen t,. Sir 
Robert said the company would 
employ local West German man- 
agers to ron the. plant 

However, news of the immi- 
nent European Investment Is 
likely to provoke further criti- 
cism from Scottish politicians 
gnrf nnirnm of British -Steel's 

rece n t n i m ntwifomimt tKnt tt will 

next year close the Ravenscndg 
hot strip rolling mill, which 
employs 770 people. 



ABI Leisure Group pic 

Interim Results 

• Turnover up 21% 

• Pre tax profit up 39% 

• Earnings per share up 46% 


mP' : 




Six months to 
28 Feb 1090 

Six months to Year to 

28 Feb 1989 31 Aug 1989 

£ £ 

TVimover 

33.4m 

27.7m 

56.6m 

Pre tax profit 

2L9m 

2.1m 

4.3m 

Earmugs per share 

8.3p 

5.7p 

11.6p 

Copies of the full interim statement may be obtained from : 

The Secretary, ABI Leisure Group pic, 

Swinemoor Lane, Beverley, North Humberside HU17 0LJ 
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Arnault evicts opponents 
to take control of LVMH 


By George Graham in Paris 

MR Bernard Arnault yesterday 
completed his victory in the 
battle for control of LVMH 
Most Hennessy Louis Vuitton, 
France’s drinks and luxury 
goods conglomerate, by evict- 
ing bis last remaining oppo- 
nents from the board in a bit- 
ter and protracted 
shareholders' meeting. 

The meeting began calmly 
Mr Arnault and Mr Henry 
Racamier, the former bead of 
the Louis Vuitton luggage sub- 
sidiary and Mr Arnault's main 
opponent, appeared to bave 
sheathed their hatchets. If not 
buried them. 

This followed the coart judg- 
ment which gave victory to Mr 
Arnault six weeks ago by ref- 
using to annul a block of war- 
rants which formed the back- 
bone of the 46 per cent stake in 
LVMH he holds with Guinness, 
the drinks group. 

Under the civilised cham- 
pagne and haute couture exte- 
rior, however, the venom has 
not been Ear from the surface 
in the 18-month battle for 
LVMH. The company bad even 
arranged for the Red Cross to 
attend. 


"A lot of the shareholders 
are elderly, and the emotion 
can be too much at this Wnd erf 
meeting," commented a Bed 
Cross doctor. 

The venom emerged when 
Mr Jean Couten, representing 
shareholders from the Most, 
Hennessy, Chandon and Mer- 
cier families, stood up to pro- 
pose an emergency resolution 
sacking Mr Andre Battestini, 
the farmer banker who advises 
Mr Racamier, and three Vuit- 
ton representatives from the 
board. 

Mr Battestini protested at 
this "underhand trick." Those 
who should resign, he said, 
were the two representatives of 
Banque Lazar d, which had 
been condemned by the court 
for its conduct of the contested 
warrants issue. 

Mr Racamier, flanked by Ms 
lawyer and three Vuitton plant 
managers, also condemned nn« 
“utterly lamentable spectacle," 
which he described as “a mach- 
ination orchestrated by Mr 
Arnault." 

The votes wens carried by a 
70 per cent majority, although 
a few members of the Most and 


Hennessy famines joined the 
Vuittons in voting against. 

In the front row, but aloof 
from the proceedings, sat Mr 
Anthony Teimant, chairman of 
Guinness and Mr Arnault’s 
ally, somewhat irritated at 
having to miss the Epsom 
Derby. 1 am just reading the 
FT. That is the best thing that 
you «*i> dnring this meet- 
ing," he said. 

Mr Tennant could yju n ? 
comfort from Mr Arnault’s 
forecast that despite adverse ; 
factors, LVMH’s net profits 
would rise this year by about 
15 per cent from last year’s 
FFriL9bn (3509m). 

Mr Arnault said profits 
would have grown by another 
20 per cent had it not been for 
currency movements, as the 
failing yen and dollar have 
affected LVMH’s sales, espe- 
cially in the crucial Ear East- 
era market 

He said the impact of 
LVMH’s FFrSbn tender par- 
chase erf Guinness shares now 
under way - doubling Its 
stake to the same 24 per cent 
level as Guinness's in LVMH 
- would be neutraL 


Far Eastern earnings improve 


LVMH said yesterday that it 
had renegotiated the controver- 
sial Far Eastern distribution 
contracts of Its luggage subsid- 
iary. Louis Vuitton, improving 
its earnings from this crucial 
region by FFrtOm to FFr40m 
($7m) a year after tax. writes 
George Graham. 

Mr Arnault bad filed a suit 
last year demanding the can- 
cellation of the contracts 
between Louis Vuitton and Its 


Far Eastern distributor. Blue- 
bell Asia, which gave Mr 
Michel Goemans, Bluebell’s 
owner, total management con- 
trol over Vuitton's activities In 
the region. 

Mr Arnault also contested 
Mr Goemans' right to sell his 
27 per cent stake in Louis Vuit- 
ton Hong Kong (LV-HK) to 
Vuitton, when he chose, for 11 
times average net profits over 
the previous three years - 


terms that would currently 
value it at over FFrL15bn. 

The court rejected the suit in 
April, but after his victory over 
Vuitton’s Mr Racamier in the 
battle for control of LVMH. Mr 
Arnault opened negotiations 
with Mr Goemans. 

The contract provides far Mr 
Goemans to sell a further 7 per 
cent of LV-HK to Vuitton on 
the basis of book value - esti- 
mated to be around FFrlm. 


Christiania’s profits remain steady 


By Karen Fossil in Oslo 

CHRISTIANIA, Norway's 
second largest bank, yesterday 
announced net profits of 
NKr32Sm <$50m) far the first 
four montbs of this year, 
roughly the same as a year ear- 
lier. 

The bank, however, achieved 
a reduction In credit losses 
from NKrSlOm last year to 
NKr356m, or 0.75 per cent of 


average total assets, in thi* 
year's period. 

“Bankruptcy rates, for the 
first time since 1986, are begin- 
ning to fall,” said Mr Ole 
Gladhaug, a senior bank execu- 
tive. 

Group operating profit, 
before taxes and credit losses, 
dropped to NKr728m from 
NKr955m largely because of a 


redaction in gross income. 
This resulted from lower 
returns on bonds because of 

niphpr mtGIC®t r ^tpR- 

During the period, Christi- 
ania realised capital gains of 
NKrlTSm on the sales of equi- 
ties - or NKx21£m less than in 
the same period last year - 
while realised losses on bands 
amounted to NKx35m. 


Tamoil 
waits for 
ruling on 
Gatoil deal 

By Will lam Dullforce 
in Geneva 

TAMOIL (Suisse), a Libyan 
-controlled consortium, said 
yesterday it was “waiting with 
serenity” for the final decision 
of the Geneva court which 
blocked Its SFr20L25m (3140m) 
purchase of Gatoil, Switzer- 
land’s fourth largest on ran- 

pany. 

The court move fallowed .a 
protest from joint rival bidders 
Elf-Aquitaine of - France and 
Agip of Italy. 

Sasea, the Swiss Investment 
company which is the minority 
shareholder in Tamoil, *a<d 
that, logically, the court would 
have to confirm the dedtiou, 
announced last Friday, by 
Gatoll's legally appointed 
administrators to accept 
Tamoil’s offer. 

Sasea said it expected the 
coart's decision within 14 
days. 

The Geneva court blocked 
the deal within hours of its 
11 171 in ^ymowt after the Elf-A- 
gip consortium complained 
that Irregularities had 
occurred under the bidding 
rules laid down by the adminis- 
trators. Elf-Agip had originally 
offered SFrl65m but later said 
it would top by SFrlm any 
rival offer up to a limit of 
SFr20im. 

Ga toil’s last balance sheet 
showed outstanding debts of 
SFrtiOOm. Us troubles became 
untenable after Mr Khalil 
Ghattas, its Lebanese-born 
owner, was arrested in March 
last year and extradited five 
months later to West Germany. 

He is being held there on 
charges of improper business 
practices laid by KlQdkner, a 
German company, which 
reported losses of DMSCUm on 
ofl trading in 1988. 

Gatoil owns Switzerland's 
second refinery, controls or 
has supply contracts with 
some 300 petrol stations in the 
Confederation and reported a 
turnover of SFrS14m in 1987-88. 

Oilinvest, wholly owned by 
the state of Libya, owns 65 per 
cent of Tamoil (Suisse) with 
Sasea holding the remaining 35 
per cent 

In their bid for Gatoil they 
are associated with Mlgral, the 
oil and petrol distributing arm 
of Migros, Switzerland’ 8 big 
retail cooperative. 


Body Shop lifts profits by 
29 . 2 % and issues shares 


By Maggie Urry in London 

BODY SHOP international, the 
UK cosmetics and toiletries 
retailer which campaigns on 
environmental issues, yester- 
day announced a 29.2 per cent 
increase In pre-tax profits for 
the year to the end of Febru- 


ary, ana stua u was pacing 
7.lm new shares to raise 
£2&6m (949m) net of expenses. 

Shareholders will be offered 
a clawback of the placing on 
the basis of one share for every 
12 held, at a price of 425p. How- 
ever, company founders Mr 
Gordon Roddick, chairman. 


and his wife Mrs Anita Rod- 
dick, manag in g director, will 
wn* be miring nrp their entitle- 
ment and their family holding 

will fall by about 2K percent- 
age points to about 30 per cent 

The issue needs the approval 


ra snarenuiuera at a urkuvs «j 
be held cm July 3. There will be 
a one-for-cne scrip issue. 

Hie shares were unchanged 
at 450p yesterday but have 
fallen from a high of Sip early 
this year as brokers’ profit 
forecasts were downgraded and 
Body Shop was caught up in 


fears for specialist retailers as 
others suffered losses. 

Even after the price fall, the 
shares stand on an histone p/e 
of 45, as earnings per snare 
rose last year by 35.1 per rent 
to lOp. The annual dividend is 

nr mnt fn 1 R9l1 filT the 


vaar, with a lp final payment. 

Mr Roddick said the placing 
would help finance a three- 
year £53m capital expenditure 
programme. 

The group’s borrowings bad 
risen to £31.5ra by mid-May 
which compares with share- 


holders’ funds at fas yeai*^ 
of £26m. The placing wm 

oonrfnir tn Ion (hm in 


by the next financial year-m? 
Mr Roddick said. ^ 
Group sales rose bySLSh*. 
rent to £8A5m. In the UR -Jr. 


Daimler defies state over Enasa 


ENASA, the Spanish track 
company, wlfl not be split into 
two companies to placate West 
Germany’s Federal Cartel 
Office, the top finance officer 
at Daimler Benz said yester- 
day, Agencies report 

■Mr Gerard Liener said that 
dividing the Spanish track- 
maker into two units would 
seal Enasa's fete as a company. 

He Hint such a move 
would "contradict the goals of 
the Spanish Government” and 
go against the terms of a take- 
over agreement hammered out 
last year by Knasa, Daimler 
Benz and Maw. 

It is understood that West 
Germany’s anti-trust auth- 
ority objects to the coopetra- 


Earnings 25% 
up at E. Merck 

E. MERCK, the West Goman 
pharmaceutical group, said it 
raised net profit by 25 per eent 
in 1989 to DM203.7m (9122m) 
from DM163. lm, Reuter 
reports. 

Mr Hans Joachim Lang- 
Bam, riuriltmm, mid H Wft n m t 
■consolidation meant the 
results were not comparable. 
Turnover rose 8.7 per cent to 
DM3L48bn, from DMSJWbn the 
previous year, fixed asset 
Investments of DM269m were 
little changed from 1888. 

Mr Langmann said first- 
quarter 1990 results were, 
encouraging. Last month 
E. Merck said total group 
profit rose 16 par cent m the 
first quarter white sales rose 6 
per cent 


tlon of Man and Daimler. 

The European Commission 
recently suggested dividing 
Enasa into two companies 
after West Germany’s cartel 
office said it would block a 
joint takeover of the Spanish 
by Dataller Benz wnd 

Man. 

fa November, Daimler Bern 
agreed to acquire 20 per cent of 
Enasa’s shares while Man 
would take a 60 par cent stake. 
The remaining 20 per cent is to 
stay in the hands of Spain’s 
state industrial holding com- 
pany, Institute Nacional de 
Indnstrla (INI). 

Under terms of the accord. 
INI would acquire 8 per cent of 
Man, nwMtig it the third larg- 


est single Investor in the West 

German truckmaker. 

While the two companies 
expect to split Enasa’s product 
range internally, the West Ger- 
man companies deliberately 
designed the takeover as a 
joint project 

INI said it was discussing 
alternatives to the takeover. 
"Negotiations are continuing 
with a view to presenting new 
proposals in time to complete 
the deal,” it said. 

INI said it bad not formally 
j-q iron any position on the EC 
proposals, but industry sources 
saw the institute was likely to 
propose a solution whereby 
Daimler ceded part of its pro- 
posed stake to Man. 


Benedetti agreement on 
La Generate stake ‘near’ 


MR CARLO De Benedetti, the 
Walton financier, is to 

reach an agreement on 
unwinding his 15 per cent 
shareholding in Socfetd Gener- 
ate de Belgique within the next 
two weeks. 

This .was said yesterday by 
sources familiar with the com- 
pany , AP-DJ reports. 

The sources said negotia- 
tions over shedding the La 
Gdndrale s h a reholding “were 
underway.” They added that 
an announcement could be 
expected “within 10 to 15 
days.” 

Financial market sources in 

Mlbm had an ggpwtBH that an 
aaimnawmicnt cotdd lie made 


as early as this weekend. How- 
ever, the sources close to the 
faitra said that would be “pre- 
mature." 

The market sources specu- 
lated that Ceras, De Benedet- 
ti’s French holding company, 
which owns the La Generate 
wharrimidtng , was considering 
unwinding the stake through a 
secondary share placement in 

PoT ghim. 

The advantage of a second- 
ary placement would be to 
increase the free float of La 
Gdndtale shares. 

De Benedetti acquired the 
stake in 1937 as part of a failed . 
bad to take control of Belgium's 
largest company. 


rose 37.4 per cent to 


with like-for-like voK 
growth around 4 per ceatZ; 
tag the year. This has taBed^f 
since Christmas, Mr Rodfi* 
said, and in the UK vatan»k 
running at between even ajS 
up 1 per cent 
Lex, Page 16 


Drexel 

executives 


A SPANISH COURT has 
brought criminal charges 
against three executives at the 
Spanish unit of the failed 
Drexel Burnham Lambert 

AP-DJ reports. ' 

Mr Eric Damns, Drexel 
Espana’s general director, Mr 
Jaime Ignacio Asensio Ochoa, 
subdirector, and Mr Jose Han! 
uel Abaroa, equities chief, sn 
accused of manufacturing 4ot 
false applications during the 
partial privatisation of the 
state-controlled Repsol oil 
group in April 1988. 

BHafnla H o l d ing , the Danish 
insurer, said it was not 
involved in merger tafty 
its rival BalUca Holding 
ter reports. 

Hafnia shares earlier rose 
sharply on market talk, afao 
denied by Baltics, that the two 
leading Danish insurers wae 
discussing a merger. The talk 
apparently stemmed from Bat 
ilia's announcement last to- 
day that it had a stake of at 
least 10 per cent In Baltics 
Holding . 

■ COMPAGNIE Industrial! 
Rimute (CIR), controlled by Hr 
Carlo De Benedetti, lifted i960 
consolidated net profit to 
L181.4bn <S 146 m) from 

L146.5bn. Shareholdings were 
valued at L4,800bn against 
L3,400bn. Net debt stood at 
L778.6bn at year end. Heater 
reports. 

CIR is the controlling rime 
holder ofOlivetti with a 405 
per cent stake. 


June 1990 


Compagnie Generate des Eaux 

through its wholly-owned subsidiary 

OTV 

(Omnium de TTaltements etde Valorisation) 
in conjunction with a group of 

Danish Institutional Investors 

comprised of 

Ingentei^SammensIutningens Pensionskasse Dansk Ingenferforenings Pensionskasse 
Penslonskasser tilknyttet Penstonsfcassemea Kommunemes Pensionsforslkring A/S 


Pensions kasser tilknyttet Pensfonskassemea 
Administration 

Stataanstaiten for Livsforsikring 
Kred rtf oren ingen Danmark 
Maglstrenes Pensionskasse 


PFA Pension A/S 

Juristemes og Okonomemes Pensionskasse 

Penskmskassen for Vserkateda funktionsBrer 
I Jemindustrien I Danmark 


flnancfereSainf Dom/rtfoue 

We hold an equity investment stake in 350 companies 
around the world with partners whose names 
are synonymous with capital gains. 

By joining us you will find out that these names 
will have the same meaning for you. 



The Management of I. Kruger A/S 


have acquired 


I. Kruger A/S 


Danisco A/S 


The undersigned acted as financial adviser to Compagnie G&n6rale des Eaux. 


Salomon Brothers International Limited 



FINANC[£BB SAINT DOMNKjub covers a broad range op equity 
FWANCX ACTIVmES VIA TWO COMPLIMENTARY APPROACHES: ADVICE 
AND INVESTUEtSTT EUROPE tS THE PRIME TARGET FURTHERMORE, FOR 

EACMEABXICULAIl ACnVTTL WHETHER IT BE MERCERS AND ACOUISL. 

HONS, VENTURE CAPTEAL. STRATEGIC INVESTMENT STAKES, BUY tXTIS 


CAKED PROFESSIONAL TEAM. AS A 


subscsiart op cRtorr national. 


DI !RJ»iAmTAL FINANCIAL 

RSBOWICBaMARJNCUS ALBADERINTHSEQUrTYAND EQurrY^RELAT. 

ED MARKETS. OUR GROWTH AND SUSTAINED DYNAMISM AREDEPENDEKr 

ON THR FINANCIAL PEOTORMANttOT THE COMPANIES WE DEALwrftt 


Very soon Flnaneifere Saint Dominique increases its share capital: will it be wi 


itl» you or without youl 
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Singaporeans to invest in HK Post Ascom sales rise in 

By Jolm EMI In Hong Kong llflft With fnfftPaSt 
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By John fWottlrrHontf Kong 

SINGAPORE Press HoMIngw, 
publisher of the Straits Thus, 
and United Overseas Rank 
(UOB) are to take a 14 per cent 
stakle in Sonth CSifna Mooring ' - 
Post Publishers, the profitable ■- 
Hong Kong newspaper coni' 
pany owned by Mr Rupert Hup 
dock's News OospoK a no u . ' 
This wlH form part of a ' 
teaxe flotation of 48 per cent of 
Post Publishers, which.' ia 
expected to yield mom than 
HK*2bn <USf2S7ki) for Mr Mar- 


pair cen i private placement 
with rf i fit w i a n t investors and a 
public issue of 1W» per cen t . 
More thaw 700m shares are 
mmcM to be issued at abbot. 
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and .inn a’ value of -nearly 
HK|4Jam oil the company. 
News Corpor a tion will still 
own tbs i wimiiihig . jn. per cant 

Mr WM -Cho Yaw; apromt- 
nent ffingapan basfneas exBcn- 
tive and rfnrtrman of UOB, has 
been doaehp involved in the 
deeVHe ta.rftevedto he 
ing same of the 14 per cent 
state onto local companies in 
which he is also invol v ed, such 
as Haw Par Brothers -and 
United Oversees Land. 

The deal demonstrates the- 

i n terest of M n wiiw h ndnim 

executives ito^MdlnK op 
stakes in Hone Kona as e» 
colony ;*3jpro*totoBB its retnm.to 


^-placement was 
nterday by the Foot 
board, with a 17i 


Details will be announced 
tomorrow and arrangements 
for the flotation will be for- 
■ many ■* g T F* t next . Monday by 
the company aud its two lead- 
ing underwriters, Standard 
Chartered Bank of the UK and 
Wardfoy, the, merchant bank- 
ing arm .of Hongkong and 
si^wg hri Corpora- 

tion. 

The company's main pahttca- 
tkniathe toltt - CUBA M o n t* 
ing Post, tbe colony's largest 
RngBsh language dafly and one 
Mr ifnwoch’s most profifr- 
aUe newspapers. Ha profits are 
i , ?to .have totalled 

HKftfQfnm its latest year and 
foretest to reach about 
HKfSOQm in the c ur re nt year. 
Advertising income ex c eed ed 
HKtenm, fast year. 

The market value of 
n irpnr sailing -HK$4JSbn com- 
pares with a net outlay of 
about HKfSbn. believed to 
have been made by Mr Mur- 
doch when he bought the Post 
in 196847 torn a group of local 
owne n^to du dfa^ - Hongkong 



Murdoch; adUng state to raise 
foods for Indebted News Corp 

son Whampoa and Dow Jones 
of the US. Mr Murdoch 
bought out minority share- 
holders and ddisted the com- 


Eos intention to seQ a nrinor- 
ity stake was announced 
nearly a nwnfl» ag o »md mw . 
prised the market because it 
meant ha was prepared to 
forgo a large slice of the com- 
pany's future profits in r etur n 
for the benefits to News Cap 
of an immediate injection of 
fo ii d v. 

News Cup is selling assets 


to reduce debt of more than 
USS6bn. It sold the JJL Iippin- 
cott publishing unit of 

Hmper Collins last month. The 
Star, a US tabloid magazine, 
was sold in March. 

Some a naly te wt M w w te that 

the Morning Post’s profits may 
reach a plateau soon. Others, 
however, expect the high level 
of dasslfled advertising income 
to continue because there is no 
sign of any easing in Hong 
Kong’s tight labour market: 

• News Corporation also 
agreed yesterday to sell the 
Australian retail book business 

of its Harper Collins Publishers 

division, for A$20m (USHSm), 
AP-DJ reports from Sydney. 

Brash Holdings, an Austra- 
lian musical products retafler, 
is to acquire the Angus & Rob- 
ertson bookstore chain. The 
aandsttlon does not tneimiii ■ 
publishing business of the 

Mm* mm* 

• Lawyers representing US 
investors holding debentures 
in Mr Alan Bond’s Bold Brew- 
ing Holdings said yesterday 
that an offer to repurchase tbs 
securities was inadequate. 

The offer is US$400 for each 
$ZJ)00 principal amount The 
debenture holders are suing 
Bond ^Brewing for full and 
immediate repayment 


By William DulKorc* In Geneva 


ASCOM, Switzerland’s biggest 
teTemwirnu nicatton^ grou pThas 
announced a 14 pa cent rise in 
sales to SPrSTOm (1605m) dur- 
ing the first four months of 
this year compared with the 
corresponding period of last 
year and a 16 per cent Increase 
in incoming orders to 
SFrLOSbn. 

No earnings were reported, 
hut the figures released Indi- 
cate that the group, which is In 
the throes of a reorganisation 
aimed at lifting p m n t R . is still 
on target to meet the forecast 
13 per cent improvement in 
sales this year which would 
take Its annual turnover to 
SFHbn. 

However, there appears to 
have been a tapering off in 
sales growth in April; a 20 per 
cent increase was posted in the 
first three months. 

Formed in 1987 from the 
merger of the Hasler and Auto- 
phon companies, Ascom turned 
in a disappointing profit perfor- 
mance last year, when consoli- 
dated net earnings grew by a 
mere 3.1 per emit to SFr50.7m 
and cash flow advanced by 
only 5 per cent to SFr247iftn in 
spite of a 10.3 per cent climb in 


sales to SFtfLffibn. Sher n ho ld - 
ers received an unchanged div- 
idend of SFH4 per share. 

In December the group was 
reorganised into five divisions. 
Since then Ascom has 
announced that its 11,000 work- 
force in Switzerland would be 
reduced by 1,000; that it was 
ewlrteg iri rnteg te with 

other companies in product 
and market segments where it 
was no longer sensible to go it 

plnrvr amt tha t it W83 examin- 
ing a simplification of its 
capital structure, white might 
involve a conversion of 
participation certificates into 
shares. 

Ascom is among the world 
ma rket leaders in some speci- 
alised products such as service 
a utomatio n and mail handling 
equipment, but it has been 
struggling to reduce its depen- 
dence on the Swiss market 
which still accounted for mate 
than 60 per cent of sales In 
1989. 

Of the SFrX78m it spent cm 
acquisitions last year, SFrlOlm 
went to the purchase of 
Rockaway, a New Jersey man- 
ufacturer of mall handling 


__ — *ww*u iaj ludunL 

M ™ ,nil » - which has not 
pajd tax since 1980 or divi- 
dends since 1981 - made a loss 
of R20-2m during the March 
quarter. That was with an 

gold P rice of 
R1.047 an ounce for the quar- 
ter. Currently the price is 


gold, has said that his group 
would consider closure- of a 
mine if it made a loss for two 
successive quarters. ERPMIast 
m a de a profit in i960. 

An alternative is a drastic 
rationalisation, with only fee 
vertical shaft, mtefag low vol- 
umes, being kept operational. 


Hiring freeze at Swissair 
follows poor April results 


Strong Performance in 1989: Commerzbank group business 
volume advanced by 72% to DM 208.9 billion, fuelled by buoyant 
lending. With net income up 15.3% to DM 564 million, we again 
strengthened our financial base to the benefit of customers and 
shareholders. Reserves were raised by DM 281 million and equity 
capital, which has. doubled over the last five years, soared DM 925 
million to DM 6.6 billion, thus equipping us well for future growth. 


SWISSAIR, Switzerland’s 
national airlin e said yesterday 
that its results in April were 
“below expectations," and that 
it had initiated an immediate 
hiring freeze to cut costs, 
AP-DJ reports. 

The airline also said the hir- 
ing freeze would be supported 
by additio nal unspecified mea- 
sures focusing on both reve- 
nues and costs. 

The company said it had 
taken the steps after mea sure s 
announced in March, Grinding 
more restrictive hiring prac- 
tices and tariff adjustments, 
“failed to have the desired 
effects." 

In April, revenues were up 3 
per cent over the same month 
a year ago. while costs before 
depredation jumped by 10 per 


cent over the nan-m period. 

Seat load factor in April, at 
6&5 per emit, was 2 percentage 
points below the year-ago 
month- Overall load factor also 
fen, reaching 65 per cent com- 
pared to 67 per cent. 

Swissair said that, although 
traffic in Europe had improved, 
iwtemimHiwnteT trafQc,partk> 
ttlarly that to and from the Far 
East and across the North' 
Atlantic, was “tadow budgeted 

objectives." - 

. In mldilinn. mulls In rtf 11 
were hit hy .Jbralgn exchange: 
rate factors, Swissair said. 

It added that the .measures 
announced yesterday "should 
have a sustained effect on 
results fca this year, and create 
a better basic position Jar 
199L" 



BANQUE NATIONALE DE PARIS 
US$100,000,000 
Floating Rate Notes due 1991 

In accordance with the terms and conditions 
of the Notes notice is hereby given that the 
Rate of interest for the Interest Period 5th 
June 1990 to 5th December 1990 has been 
fixed at 13.00% per annum. The interest 
payable on the relevant Interest Payment 
Date, 5th December 1990, win be US$660.83 
per US$1 0,000 Note. 

Banque National© de Paris p-l-c. 
Interest Determination Agent 


Notice to Holders of 

ssassss^fiasss 

1 (the “Bonds”) 

^ n .uses 7(B) and 7(D) of the Trust Peed dated 31tt 

JdTlW? ** above Bonds were ssued, note* a 

hereby p*en 16th May. 1990, the Board of Directors rf 

AI its mccung held shares of common stock, 

the Bank rewh vsqq nar value wiD be subdivided into tan- 
Every one ^ “Jfr" lltb August. 1990. subject to. the 
shares of ,f 5°.Pf r 11 , lier j meeting of shareholders amoving the 
resolution of uie ge <jf Incorporation, which meeting 

related the Mowing 

will be IkJJ emersion price of the Bonds wfll be- made. 

— “« usnntttt 

after such adjustment 

ESriSte Of the adjnstmem: list August. 1990 
' T The Long-Term Crwfit Bank of Japan, limited 

7th June. 1990 — — — 



Solid European Base: Our strategy for the Single European Market 
calls for reinforcement of our own network and intensified coopera- 
tion with our feliow members of the Europartners group. Banco di 
Koma. Banco Hispano Americano and Credit Lyonnais. 

r 

Emerging Potential in Eastern Europe: Commerzbank is making 
sizeable investments to enter the new markets in Eastern Europe. 
New outlets in Budapest Prague, and Warsaw will strengthen our 
presence there. In East Germany, where we are already in East 
Berlin and Leipzig, we plan to expand further this year. 


for the 1990s 


Extensive International Presence: Including new offices opened 
in 1989 in Bangkok, Bombay, Seoul and Singapore, Commerz- 
bank is present in over 30 countries. We are close to our clients 
worldwide. 

Growing Force in Investment Banking: Our investment banking 
activities extend to the leading markets of the world. In our home 
market last year, we achieved the highest share in the volume of 
new listings. 


Creating value is the cornerstone of all our long-term objectives ■ 
value for our customers, shareholders, and employees, and for 
the markets where we operate. This philosophy has served us well 
in the past as we have consistently focused on the basics in an 
increasingly competitive environment We are confident that our 
inherent strengths will also enable us to continue to create value 
in the years ahead 


COMMERZBANK SSL 

German knowhow in global finance 


Headquarters: RO.Box 100505. D-6000 Frankfurt 1. West Germany, ® (69) 1362-0. # (69) 28 5389, Telex 4152530 cbd 

International Presence: Amsterdam. Antwerp, Atlanta Bangkok, Barcelona Beijing. Bombay. Brussels, Buenos Aires. Cairo, Caracas, Chicago, 
Copenhagen, Geneva Hong Kong. Istanbul. Jakarta. Johannesburg, London, Los Angeles, Luxembourg, Madrid, Manama (Bahrain), Mexico City, Milan, 
Moscow New 'fork. Osaka Paris, Rio de Janeiro. Rotterdam, S3o Paulo. Seoul, Singapore. Sydney Tehran, Tokyo. Toronto, Zurich. 
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The six companies presented in this advertisement are all among the most 
influential and successful Norwegian companies. 

To obtain copies of their Annual Reports return the coupon below. 


AKER A.S 

Aker is the largest industrial company in 
Norway controlled by the private sector. Its 
core activities are cement and heavy buil- 
ding materials, offshore engineering, fabri- 
cation and services, and contracting. 

In 1989 profits before extraordinary 
items were NOK 566 million and turnover 
totalled NOK 14.658 million. At the end of 
the year the Aker 
group had some 
15,300 employees, 

A/S LABOREMUS 

A shipping company established in 1910 
with significant interests in the market for 
petrochemical gas tankers through the con- 
trol of 22 vessels. During the last year the 
company has also entered into the 30- 
50.000 dwL product tankers market, cur- 
rently controlling 8 vessels. 

The company maintains both a strong 
liquidity 
and a strong 
equity base. 

CHRISTIANIA BANK 

The oldest Norwegian banking group, with 
total assets in 1989 of NOK 130.3 billion. 
Christiania Bank provides a wide range of 
commercial banking services through a do- 
mestic and international network of around 
150 offices. 


CHRISTIANIA BANK 

owisTMNU bank og nun nunt 


DYNO INDUSTRDER A.S 

Dyno Industrier A.S is a Norwegian-owned 
corporation with operations in 30 countries 
worldwide. Core businesses are explosives, 
chemicals and plastics. 

Over 75% of Dyno's sales are made out- 
side Norway and some two-thirds are in 
areas where it is among the world’s leading 
companies. 1989 sales totalled 
NOK 6,237 

mini on. 


DYMO 


.<« 



NORSK HYDRO A.S 
With NOK 66.3 billion - or about USD 10 
billion - in sales, Norsk Hydro is Norway's 
largest industrial company. It is an impor- 
tant participant in the development of 
Norway's oil and gas resources and is 
Europe's leading producer of fertilizers and 
the light metals aluminium and magnesium 
as well as a significant 
producer of petro- 
chemical products. HYDRO 

SAGA PETROLEUM A.S. 

In 1989 Saga Petroleum's profit before ex- 
traordinary items was NOK 91 1 million. On 
the Norwegian continental shelf. Saga parti- 
cipates in 33 licences and is operator for 11, 
including the Snorre Field development. 
Saga's reserves of oil and gas at 1 January 
1990 total approximately 148 million tons 
of oil equivalent 

Saga Petroleum a.s. 



Please send copies of the Annual Reports to: 


Name:. 


Address: . 


To: 

Norway Reports 
68 Chandos Place 
London 
WC2N 4HG 


Norway Reports 


MALAYSIA 

US $300,000,000 

Floating Rate Notes due 1992 


lr. accifdar.ce with the provisions of the Kota, notice is hereby 
given that (or the str months Interest Period from 7th June I9$0 
to 7 ih December 1990 the Kota tvtU curry an interest rate of 
A" ■ per cenz per ennum. The relevant Interest Payment Date wiU be 
7th December JO90 ond the Coupon Amount per L’SS 50.000 
"ill be CSS 2. to:, to end per US$ 250,000 wilt be USS 10, 96tt 94. 

Reference Agent 

Bank of Tokyo International Limited 

June. 19U0 


CREGEM 
FINANCE N.V. 

(Incorporated with limited 
liability in the Netherlands) 

¥15,000,000,000 

Floating Rate Notes due 
1992 (the “Notes”) 

Unconditionally and 
irrevocably guaranteed by 

Credit Communal 
de Belgique S.A ./ 

Gemeentekrediet 

van Belgie N.V. 

(Established in the Kingdom 
of Belgium) 

Notice is hereby given that for 
the interest period from 7th 
June. 1990 to 7th December, 
1990. the Notes will cany an 
Interest Rate of 7.05% 
per annum. 

Interest payable on 7th 
December, 1990 will amount to 
¥353,466 per 
¥10.000,000 Note. 

Agent Bank 

The Long-Term Credit Bank, 
of Japan. Limited 
Tokyo 
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American Airlines 
pulls out of race 
to buy Aerolineas 


By Gary Mead in Buenos Aires 


MR ROBERTO Dromi. 
Argentina’s Minister of Public 
Works with responsibility for 
the country's sale of national- 
ised companies, announced 
yesterday the surprise decision 
by American Airlines to with- 
draw from the race to purchase 
Aerolineas Argentinas, which 
is dne to be privatised by the 
end of July. 

Mr Dromi confirmed that 
KLM, the Dutch airline, had 
stepped into the ring, in collab- 
oration with the Brazilian 
operator Varig and the US 
bank Chase Manhattan. The 
Government has placed a cash 
price of US$220m on Aeroli- 
neas, in addition to a recently 
widened SCOpe Of a minimum 

of $1.5bn in debt-equity 
exchange. 

Mr Dromi's statement signif- 
icantly left out Iberia, the 
Spanish airline, which is in 
talks with the Cielos del Sur, a 
local Argentine conglomerate, 
to form a partnership to buy 
into the 85 per cent of Aeroh- 
neas available to foreign air- 
lines. 

American Airlines’ decision 
to pull out was attributed by 
Mr Dromi to his refusal to con- 
sider a request by the company 
to delay the sale until the end 
of July. He said: “It would not 
be serious to modify the terms 
of the sale at the request of one 
of the interested parties.” But 
Aerolineas' sale date has 
already been delayed, following 
an earlier request from Ameri- 
can Airlines. 

Under the regulations con- 


cerning privatisation of Aeroli- 
neas, foreign operators are 
required to have partnerships 
with Argentine companies. 
Analysts suggest Mr Dromi's 
amission of Iberia was not acci- 
dental, as Cielos del Sur is 
headed by Mr Enrique Pescar* 
mona, who is engaged in a per- 
sonal feud with Mr Dromi 

Cielos del Sur also controls 
the domestic Argentine carrier 
Austral Behind the scenes it Is 
known that Mr Dromi discour- 
aged American Airlines, 
thanks to its earlier discus- 

nereffi^wit^the defsur 

group. Those talks, which pro- 
ceeded since the start of the 
year, recently collapsed. 

American Airlines recently 
acquired Eastern Airlines’ 
Latin American routes. Yester- 
day American Airlines 
launched an advertising cam- 
paign in all national Argentine 
newspapers and has clearly 
decided to co m pete with Aero- 
lineas and its future new own- 
ers head on. 

The feud between Mr Dromi 
and Mr Pescarmona is believed 
to be behind the official deci- 
sion early this year to prevent 
Austral from operating what 
would have been its first inter- 
national route, between Bue- 
nos Aires and Santiago in 
rib fin. 

Observers believe that the 
feud, which cast a shadow over 
Cielos del Saris hopes with 
American Airlines, will pro- 
duce a similar fete for its nego- 
tiations with Iberia. 


BCED slump continues 
with net loss of C$20m 


By Robert Gibbons in Montreal 


HEAVY LOSSES continue at 
BCE Development, the big 
North American property 
group controlled by BCE Inc 
and Carena Developments, the 
main real estate arm of the 
Toronto interests of Mr Peter 
and Mr Edward Bronfman. 

BCED is caught in the US 
office p r operty slump and car- 
ries a staggeringly high inter- 
est burden. The first quarter 
net loss was C$19.9m 
(USSlEL9m) or 13 cents a share 
against a loss of C$13.4m or 10 
emits a year earlier. Revenues 
dipped 27 per cent to C$93Am 
and cash flow deficiency was 
C$16.?m against C$12.7m. 

BCED has about in 

debt and first-quarter interest 
charges were C$35. 4m. 

The company continues 
efforts, to sell US properties 
and will not return to the 
black until this process is com- 
plete. It expects a loss of about 
C$75m fin: all 1990. 

Last autumn BCE created a 
joint venture with Carena to 
provide BCED with cash to 
carry its problem portfolio. 


mainly office buildings in weak 
US markets. 

BCE retains 67 nor cent con- 
trol of BCED and Carena's role 
is primarily to manage the 
company and return it to prof- 
itability within two years. 
Each company put C$250m 
cash Into BCED and Carena set 
about selling the PS properties. 
Earlier the Reicnmann 
brothers* Olympia ft York 
Developments pulled out of a 
proposal to buy BCED for more 
than C$500m. 

Carena wants to transfer 
BCED'S Hanadian properties, 
including the flapihip BCE 
Place, Toronto, to a new com- 
pany called Brookfield Devel- 
opment an d tak e it public by 
«nfd.iMi. BCED would become 
a holding company and the 
C$500m injected by the part- 
ners would be converted to 
equity. 

Existing BCED public share- 
holders would get the right to 
buy Brookfield shares. But 
BCED preferred shareholders 
are challenging the plan, say- 
ing It is against their interests. 


Seagram advances 25% 


By Robert Gibbons 

SEAGRAM’S worldwide drinks 
business continued to surge in 
the first quarter of fiscal 1991 
with a 25 per cent gain in oper- 
ating income to US5l57m on a 
5.4 per cent sales rise to 
US$L3bn. 

Including dividends and 
unremitted earnings from its 
24.3 per cent holding in Du 
Pont, the US chemicals and 


energy company, Seagram 
reported final net income for 
tire three months to tire end of 
April of USS187m or $1.97 a 
share compared with $196m or 
$2 a share a year earlier. Du 
Pont dividend income rose 14 
per cent to $66m while unrem- 
itted earnings were down to 
$7Bm from $108m. 


Notice of Redemption 




Creditanstalt-Bankverem 

(Incorporated in the Republic of Austria with limited liability) 

US. $125,000,000 

Subordi na ted Floating Rate Notes 1994 

NOTICE IS HEREBY GIVEN to the Noteholders, that in accordance 
with Clause 4{e) of the Terms and Conditions of the Notes, the Bank 
will redeem all trt the Notes at their principal amount on die next 
Interest Payment Date, 17th July, 1990, when interest on the Notes 
will cease to accrue. 

Repayment of the principal and accrued interest will be made on or 
after the Redemption Date at the specified office of any of the Playing 
Agents listed below, against surrender of the Nates together with all 
unmanned Coupons. 

Paying Agents 
Bankers Trust Company 
1 Appold Street 
Btoadgacc 
London EC2A 2HE 


Swiss Bonk Corporation 
Aeschenvorsiadt 1 
CH-4002 Basle 

Banque Indosues Luxembourg 

39 AU& Scheffer 
L'2520 Luxembourg 

Credi canstalt'Banlcverein 
Schotxengasse 6, 

A-10I I Vienna, Austria 


Banque I n dosuet Belgique 
me des Colonies 40 
B- 1000 Brussels 

Bankas Trust Company 
Corporate Trust and Agency 
Group 

Four Albany Street 
New York, NY 10015 


Accrued Interest due 17tfa July, 1990 will be paid in the normal manner 
against presentation of Coupon No. 13 on or after 17th July, 1990. 
Notes and Coupons will become void 12 years and 3 yean respectively 
after the date on which payment in respect thereof becomes due. 


□ Bankers Trust 
Company, London 

7th June, 1990 


Agent Bank 


FDIC repels 
offer for 
Continental 
Bank stake 

By Roderick Oram 

CONTINENTAL Bank, the 
Chicago instftntion rescued at 
a cost of $lbn by US regulators 
in 1984, has reacted angrily to 
the Federal Deposit Insurance 
Carp’s latest refusal to sell its 

remaining s fake in the com- 
pany. 

“I'm dumbfounded that in a 
Rttle more than months 
the FDIC has passed up two 
legitimate opportunities to sell 

Us mino r i ty stake In Continen- 
tal, ” said Mr Thomas Theo- 
bald, the bank’s chairman. 

“Not only have they failed to 
♦nin their asset into cadi but 
they have continued owner- 
ship in a healthy hank, which 
Is a wholly unwarranted rate 
for a regulator.” 

A group of private Investors, 
Con tinental Bank executives 
and the bank had offered $15 a 
share for the remaining 14.2m 
shares, or 2fi per cent stake, 
the FDIC holds in ContinentaL 

The FDIC said it “remains 
committed to realising the fall 
value of its holding s and will 
explore all options for divest- 
ing its ownership." 

The hank foundered in 1984 
under tire weight of bad oil 
industry loans. The FDIC has 
reduced its stake in it from 
100 per cent after the rescue in 
three steps including an ini tia l 
public offering of stock In 
1986. 

Last April it cut its stake 
from 43 per cent to 26 per 
cent, accepting a price of 
$24.75 a share. The stock price 
slid subsequently, partly 
reflecting the misfortunes of 
Hu> hanking industry but also 
a deteriorating performance at 
Continental 


Businessland 
to establish 
Japanese unit 

By Karen Zagor 

in New York 

BUSINESSLAND, the biggest 
US personal computer dealer, 
is forming a Japanese subsid- 
iary to take advantage of the 
growing computer market in 
Japan. 

The California-based com- 
pany will hold a 54 per cent 
stake in the Tokyo-based Bust 
nessland Japan. Softbank, a 
distributor of software and 
computer peripherals in 
Japan, will have a 26 per cent 
stake.. BusinessiancTs other 
partners in the venture are 
Fujitsu, Sony and Toshiba, 
each of which will hold 5 per 
cent of the new company. 

Businessland, which last 
year had sales of $L2bn, has 
been expanding rapidly over- 
seas. But the Japanese com- 
puter market is considered 
particularly challenging. As 
well as the difficulties faced by 
many foreign companies oper- 
ating in Japan, there is a luge 
network of local computer 
dealers. Also, there Is no sin- 
g le standa rd on which to base 
hardware and software. 

Businessland is taking a 
cautious approach. The Tokyo 
subsidiary will start with a 
capitalisation of only $20m. 
The company estimates that 
the Japanese market could 
grow to about 50 per cent of 
the US market, which last year 
was $27.2 bn. At present, the 
Japanese personal computer 
market is about 10 per cent to 
20 per cent of the US market 

The Japanese subsidiary will 
offer products from Canon, 
Fujitsu, International Busi- 
ness Machines, NCT, NEC, 
Sony and Toshiba. 

The company said it estab- 
lished the subsidiary because 
of tire opportunities in office 
automation in Japan and to 
fulfil requests by its multina- 
tional customers to develop a 
global presence. 


REMY FINANCE BY. 
FRF 300.000.000 
GUARANTEED FLOATING 
RATE NOTES DUE 1993 

For foe period June 08, 1990 
to September 06, 1990 foe 
rate has been fixed at 
10,125% PA 

Next payment date: 
September 06, 1990 

Coupon nr: 15 
Amount: FRF 258,75 

The Principal Paying Agent 
SOCIETE GENERALE 
ALSACIENNE DE BANQUE 
■15, avenue Emile Reuter 
LUXEMBOURG 


10-Q 

and all S.E.C. Filings 

2 hour delivery 
071-278 7848 


LIMITED 


National Intergroup 
finalises proposals 
for sale of assets 


By Roderick Oram in New York 

plans instead to change th» 
company name to FqxMptS 
and move its headnoart^ 

fmm P H ldmruh WuibiJIiT* 1 * 


NATIONAL Intergroup, the 
former parent of National 
Steel the sixth largest US steel 
maker, has finalised its plans 
to shed its remaining assets 
except for a drug distribution 

company- , . 

The company also intends to 
nay a large one-time dividend 
to shareholders or buy back 

stock and has accepted the res- 
ignation of Mr Howard Love, 
its controversial chairman of 
the past 10 years. 

Centaur Partners, a New 
York-based group of investors 
with a IBS per cent stake fa 
the company, said the plana 
were “a good beginning” but it 
would continue to seek the 
election of its slate to the 
National Intergroup board at 
the company's July 25 a nnu al 
meeting. 

Centaur said it continued to 
believe liquidation of the com- 
pany would serve shareholders 
best To that end it wants the 
company to sell FoxMeyer, the 
third largest US drug whole- 
saler. Total liquidation would 
raise at least $29 a share. Cen- 
taur said, against a current 
share price of around $17. 

National Intergroup’s board 


that has been its home* 
decades, to Dallas whets &S 
drug business is located, silr 
Love would resign when £ 
move was completed. 

During his steamy tonne M 
chairman, Mr Love ianu 
merited an ambitious dtvoSfL 
cation programme to w, 
National Intergroup away from 

the Japanese steel maker 
some $30Qm in 1984. -nek 
recently agreed to buy a fto 
ther 40 per cent stake and 
National Intergronp has the 

right to divest Rs imahdQB u 

per cent in five years’ time. 

Despite the expensive Steer, 
sification, National Intergronc 
lost money in six of the iJ 
eight years and its shares lan- 
guish at roughly half the nice 
they fetched six years ago. w 
paid $600m for Fo&Meyer in 
1986 bat the acquired company 
suffering its problexwTwiih 
diversification and pxf bm 
inventory, is less profitable 
than its competitors. . 


Rival lifts Doman stake 


LOUISIANA Pacific, the US 
forest products group, has 
raised its holding in Vancou- 
ver’s Doman Industries from 
about 10 per cent to nearly 15 
per cent through marke t pur- 
chases, and says it will go fur- 
ther, writes Robert Gibbens. 

Louisiana Pacific suddenly 
backed out of a C$12-a-share 


takeover bid for Doman, then a 
timber products group, late in 
1988. causing a steep fen in 
Doman stock. This in tarn led 
to a landmark Insider trading 
case. 

Louisiana Pacific oanttnoed 
to hold 10 per cent of Doman 
and has recently been a bean 
buyer in the market. 


It’s attention to detail 

that makes a great hotel chain, like providing 
the Financial Times to business clients. 
Complimentary copies of the Financial Tones 
are available to guests staying at the Concorde 
La Fayette, the Hotel de Crillon, Concorde St 
Lazare and the Hotel Louvre Concorde in 
Paris, the Grand Hotel Concorde in Lyon, 
and the Westminster Concorde in Nice. 


FINANCIALTIMES 

IU«0*T i WllMCSl NtwtfMfR 




H&tel Westminster 
Concorde ““ 


COMPANY 

NOTICES 


SOL VAY + COE 


TIM General Mooting of 31M May, 1930 
approved the dfaurUwHon tor Urn flnan- 
ctat tear ISM of a not dvtdsnd of 
BM7D on beam Mima. The nnal <*vt- 
bond at BF370 wM ba payable by BF 
draft by trarador to ■ BF account, or. 
In Starting at banters night buying rate 
lor Motel bancs On the day of pre- 
aartaOon at toe option of too holder 
agalnat proaontaUon of Coupon No 46 
at el fear of fee Mowing offices. 

Schredar taveatment Management Urn- 
ted 

36 Old Jewry 

London EC2H 6B8 

Attention Coupon D epa rtment 

Banque Beige Limited 
4 BMiopegata 
London EC2 

Between the houra of 10 am and 2 pm 
on or aftnr 7th Jieto, TB9Q. UK tax wtfl 
bo deducted from the net dividend 
wtesa lodgements ora accompanied 
by the necessary affidavit Payment 
can be made only to persons rookflng 
outside the BafgcHLuxambouig Coe- 
loms Union. SharefMdam should note 
ttiel under the terms d tho U.KJM- 
glan Double Taxation Convention 

Salvay xhanholders reekted In the UK 

era ellgfiWe. upon submitting a duly 
compMM tern 278 Ohrto partial rate- 
bu moment of Belgian withholding tax 
equal to 1038 pa of me net dividend. 


LEGAL NOTICES 


QUM core UMfTEQ (M MEMBERS: 
VOtUHTIWY UQunu-noM) 


Of the Inaotvency 
Rules 1W8 the Liquidator of Me above conv 
party has already given nottoe mat he 
jntrnds to mote a Bnal distribution to Bilan* 


Ouln Cope Limited conducted a marking 
name bueinese In the toUowtog names: 

Gerald quin Cope and Co. 

Gffald OUn Cope and Co. LM 
Stodken end Concantwn 
Stocked aM Lazarus 
P.W. Kemp Gee and Co. 

SoHugtour Kemp Gee and co. 

. Morton Brae. 

m DBcam&wr INS to TThj C no Mm ^■nryumi 
at American Bond ate aSStokSTtS 
wnec House. 02-100 awFtanJtenS; 

nteiat bo Mxnttaad batata ssui Jum icm b. 
Uie Liquidator. Roger SoSVSmTISI 

Maiwfc* udJntodt. P A box rsa. wFtertS 

don Street London EOeTepp 

R Bmhh, liquidator 
30th May 1BQ0 


LEGAL NOTICES 

No.ooattsdtian 
IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
MR. JUSTICE VMELOTT 
IN THE MATTER Of LLOYDS 
CHEMISTS RETAIL 
(NORTHERN) LIMITED 
• and - 

M THE MATTER OF THE 
COMPANIES ACT T*«5 


NOTICE la hereby glues dial Order at n 
High Court of Justice Chonoary DMite 
dated the 1401 day at May Iflfiacotenkg 
me raoucOon el pm share pmaOmmum 
at the ahoea n am ed Compmqr to O ftBEM 
wee registered by the Regis tr ar at Campe- 
niea on the 171fa day at May Wfla. 

Datod dm 30lh day or May WV - 

Slaughter and May. . . 

3 8 BaaingtiaJI Street. 

London EC Vi SOB 
Sondtora tor too said Company 


Ma.«maeffl> 

M IMS HMH COURT OF JUSTICE 


M THE MATTER OF 
THE CQIIMUEM ACT t— 


NOTICE la hereby gtuen that too Odeed te 
High court of Justice Chancery: DM*” 
dated toe 14th day nt May MBS entemte# 
tea reduction of too capital si tea aM» 
named Company from SAffAfM to OM 
area regi ste re d by too Rogisaar st Oonpe 
idea on the 17to day of May WfiO. 

Dated toe 30th day ol May IBM ' 

Slaugtder and May, 

38 BastognsB threat. 


London EC2V SOB 
BoftoHore tar toe said Compter 


GENEVA 
SWITZERLAND T 
Full Service is om JBg ronw* 
International law and worn 
Mailbox, telephone, 
telex and telecopier serai!* 
Translation and secretarial 


Formation, doinicQiation 
and administration of S*fo 
and Foreign ownfnto. 
Fall co nfi dence and \ 
discretion asnzred. • 
BUSINESS ADVISORY 
SERVICES &A Vj 

7 Sue Mazy, 1307 GcaeM. : 
Tefc736 05 48 Tac 
Fanc7860644 


personal 


royal ascot 

Exclusive Viewing Box ; ; 
Available : ; 

071 224 4663 Day 0322 331 626 Evesb& 
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p CAPITAL MARK ETS 

eriUan bonds fall further 

of data 


21 
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wmSsS 

Techni- 

support for the markni- 
^soaated with theexSSS 

futnres^Sact 
International 
fgffwjg. Futures Exchange 
fraporated on ToesdayLeav! 

^little to unde^tathe m-- 

_J£f fk ep i ember contract 
ended the day at 82iTL com- 

with 83.16 at Tuesday’s 

Yield spreads between the 
German and the French and 
Dutch market tended to nar- 
row. The French-German 
spread closed at exactly 100 
basis points and the Dntch-Ger- 
man spread at 21 basis pnfan* 

■ THE UK gilt market lost op 


*° ^ Pptttt on scattered wning 
same flrom abroad, «mi8 wwu> 
worries about a raft of eco- 
mim ic statistics due next w ^v , 
But traders said the market's 

th inn es s continued to exagger- 

ate any movements. 

■ WILD rumours about mili- 
tary activity and nuclear acci- 
dents in the Soviet nny»n — 
which appeared by the dose of 
business in London to be 
unfounded — led the Japanese 
government bond marketTto 
rail in Tokyo after the 

close of the market. The yield 
on the benchmark No 110 h«n«i 
rose to 659 per cent 

■ US Treasury bonds were 
Quoted marginally lower at 
mtdwisstan yesterday, with the 
short-end particularly under 

pressure because Of nrnnwi«mtg 

by affiofaift of the Federal 
Reserve Board suggesting that 

they did not intend to ease 


monetary policy. . ■ 

At midsesatanj, short-dated 
matnrities were as much as W 

point lower, while the Trea- 

sury's benchmark "long band 

stood £ paint , lower to yield 

8.45 per cent 

Mr Edward Kelley, a Fed 
governor, was quoted in toe US 

mesa as savina that he was 

comfoxtigilewiin the Fed’s cur- 

rent monetary stance which he 
. described as probably moder- 

ately restrictive. Mr Roger Guf- 
fey, president of the 
City Fed, was quoted as saying 
the Fed was “accomplishing 
exactly what we set out to do.” 
The price erosion an these 

remarks was very modest, 

mostor because they circulated 

an 'wire services an Tuesday. 

Yesterday, the market was 

fa* iwiy ftirthw hints 

ontbeFed's thypwng from Mr 
Alan Greenspan, Fed chair- 
man, who was addressing a 
conference an monetary policy . 


Bundesbahn uses stock market 

By Deborah Hargreaves 


THE Bundesbahn doubled toe 
size of its DM2bn floating -rate 
note yesterday which It first 
issued in early March. The fed- 
eral railway took the unusual 
step of raising its issue by 
announcing the sale of the 
additional DM2bn bonds 
through the stock market. 

The bonds will be available 
for sale through toe Frankfurt 
Stock Exchange from June 1L 
It is the first tone that an exist- 


ing bond issue has been tapped 
through the stock market 
rather tb«m by traditional syn- 
dication methods in the public 
bond marirat 

The deal was a floating-rate 
note which was issued at par, 
paying the London interbank 
offered rate less 20 basis 
points. The Bundesbahn- Ha* 
said this wtTI be toe last tone it 
bases its dpgl on T.Uwr and will 
move to the Frankfurt rates 

. ->•..&« » «•* -bi.-a* 


with any subsequent bonds. 

Market players say there is 
stfll fairly strong' dmiumd for 
floating-ra te n otes in- the 
domestic maricst, even 
toe ran issue was followed 
other issues -for toe 
Gov e rn ment and -'toe Bundee- 
poat Floating-rate notes can be 
used as part of rep ur chase 
agreements with -- toe Bunded 
bank, which is why they stffl 
aril we&, dealer s s a y. ■' 
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Minister 
warns on 
Canadian 
instability 

By Barnard Simon 

in Toronto ' 


CANADA’S finance minister 
has waned that r ece nt uncer- 
tainty on toe country's politi- 
cal fixture is pushing up costs 
for federal and provincial bar- 

wctct k in tota n jafl—i mf i m 


Cating a recent 80-year bend 
issue in toe US by Newfound- 
land, the c oun try ' s poorest 
jauvluue and one of toe moat 
implacable opponents of the 


knowir as the Meech Lake 

accord*. Hr wipIibpI wilaon 

♦AM 31 p—Uaiiiiiijii j 

tee that “investors ask fur a 
jmmiiim and premium is 
n«n»ny reflected In 6 i ghpr 
interest rates.** 

According to Mr mison, 
Newfoundland Initially hoped 
to pay.n spread of U. percent- 
age. points above kmg-tenn US 
Ti a a g gy bonds- But the 
were issued at a US-point pre- 
mium,. and subsequently 
traded, et spreads as wide as 
1A. 

Although Mr Wilson said 
had also widened for 
provinces, the head, of 
one ' Toronto sec uriti es firm’s 
bond department said that 
political fitters appeared to he 
confined to teraes Dram Quebec 
and the Atlantic provinces. 

The oread an 10 -year Gov- 
«i ninMii gf Canada h— 

rkon In flw part wW. mnnl 6 « 

f mm 035 to * m percentage 
points, reaching a peak erf 3.1 
points in mU-April when for- 
eign fa wtwwi h » pn Mriw| a 
closer interest in toe iiwnwmr 

pnHHml d /iwttnw 

Traders point out, however, 

aw Pn>AI»» w wi i . 

ties have also been pushed op 
this year by the Bank of Cana- 
da’s High Inte rest-rate policy. 
Which Is 6 n d| i i 4 H tO w iInw i 
tnfinfkm n 0 avoid a repeti- 
tion of last January's ran on 
tii* r—iHaw dollar. 

' My Wilson’s co — a nte coin- 
cide with marathon negotia- 
tions taking place hi Ottawa 
tola week between Prime Min- 
ister Brian Mahoney and the 
p re m ie re of all 10 provinces 
which aim to salvage the 
Meech Lake accord before it 
expires on Jtane 23. The accord 
recoKuiseS Qu e bec as a “dis- 
tinct society" within Canada, 
and gives all the provinces 
extra powers. 

"Sure is widt^Nod codg(3]i 
in . financial --elreltais that, the 
collapse .of the accord would 
hwm Canada’s long-tacm eco- 
nande prospects by boosting 
toe se pa rati st cause in Quebec 
■ml «* »i 4 i sting tiie fnqpnen- 
tation of the country. 

Meech Lake’s supporters 
oftau rite toe threat to inves- 
tor confidence In ona of tile 
world’s most politically and 
economically stable countries 
as a key reason for the three 
dissident provinces - Mani- 
toba, New Brunswick and 
Newfoundland - to accept the 
accord. Mr Wifeon estimated 
that Newfound l a n d's higher 
borrowing costs could mean 
extra interest payments of 
C$ 2 Qm to C822PI over the fife 
of the recentiy-issoed bond. 

Besides the higher premium 
-demanded for some Canadian 
public s ector bonds, the main 
effects of the Meech Lak e 
impnse have been the virtual 
riosure of toe domestic market 
to Quebec government borrow- 
ers and much greater price 
volatility - both up and down - 
in an Canadian Irenes. 

The price of a new series of 
federal government bonds 
issued on Tuesday bounced up 
by a fall print yesterday morn- 
ing on news that the talks in 
Ottawa were making some 

Bv wifn-mrynfng- u |0 

were yielding 10.82 per 
cent, compared to 10.79 per 
cent at the time of Issue. Ear- 
lier in (he week, bond prices 
fen sharply when the Meech 
Lake talks appeared to be bog- 
ged down. ■ ' " 


Citicorp to 
concentrate on 
derivatives 

CITICORP is ending its 
underwriting, trading, and dis- 
tribution of long-term munici- 
pal bonds to focus on deriva- 
tive products, s uch a s in terest 
rate swaps, for m mririp a ltt tes, 

Reuter reports. 

Mr (Sen Sergeon, Citicorp's 
head of municipal finance, 
mM: “We are exiting the bast- 
iw« of underwriting; trading 
and distributing long-term 
municip al securities . • ■ it 
hasn't pro ve n to he profitable 
to' be' of interest for 
we are strongly con- 


us 


the 


vinced derivatives i 
future of the business.” 

Hie US bank’s municipal 
bond department will be staf- 
fed by 40 people from its cur- 
rent 70, but tills should not 
Involve lay-offs, Mr Sergeon 
said. The unit will not be 
folded Into the corporate 
derivative products division, 
he said. 

US banks fought to be 
allowed to underwrite munici- 
pal revenue bonds, but when 
they were given'tiie p ower s In 
mtd-1388, changes In US tax 
tews had made it Ism profit- 
able. 
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NEW ISSUE 


May. 1990 


1,600,000 Shares 


Craig Corporation 


Class A Common Stock 


Paineftfebber International 
City Merchants Bank Limited 


Basque Indosuez 
Nomura International 
NM Rothschild & Sons Limited 
long Yang Securities Co., Ltd. 

Vereins-und Westbank Aktiengesellscfaaft 


County NatWest Limited 
Paribas Capital Markets Group 


Swiss Bank Corporation 
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UBS Phillips & Drew Securities Limited 
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New issue 

June 7, 1990 


This announcement eppesis 
as a matter of record only. 


International Finance Corporation 
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Deutsche Bank Capital Markets 

Limited 


Credit Suisse First Boston 

Limited 


J -P. Morgan Securities Ltd. 


Gohfcnan Sachs International 

Limited 

Paribas Capital Markets Group 


UBS PhMps& Draw 
Securiti e s Untited 


Morgan Stanley Intern a tional Norinchuldn International 

Limited 


PJ Intern a tio na l 
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Salomon B r o U t ets Inter nati onal 
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Nomura intern a tional 


Swiss Bank Corporation 
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S.G. Warburg Securities 


Wddar, Pe a b od y I n ter na tio na l 

Limited 


Shearson Lehman Hutton International 
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Arab Banking Corporation (B.S.C.) 

( Incorporated with limited liability in The State of Bahrain) 

U.S.$ 100 Million 
Floating Rate Notes Due 1996 
and 

U.S.S 150 Million 
Floating Rate Notes Due 2000 

It is hereby announced to the holders of the U.S.$ 100 million 
floating rate notes due 1996 and to the holders of U.S. $ 130 million 
floating rases due 2000 issued by Arab Banking Corporation (B.S.C.) 
that the audited annual report and accounts for the .year ended 
31st December 1989 of Arab Banking Corporation (B.S.C) are available 
and copies may be obtained from the Bank at the following address in Bahrain: 

Arab Banking Corporation (B.S.C) 

P.O. Box 5698, Manama, State of Bahrain 
or through the branch of the company at its address in London: 

Arab Banking Corporation (B.S.C) 

ABC House, 1-5 Moorgrate, London EC2R 6AB, England 
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INTERNATIONAL CAPITAL MARKETS 


Three Euroyen deals help 
to stave off issue torpor 


By Deborah Hargreaves 


TORPOR continues to bang 
over the Eurobond market 
where for the moment syndi- 
cate managers see few bright 
deals to bolster their bottom 
lines. 

There is no dearth of borrow- 
ers looking to make a foray 
into the Eurodollar market, 
but the lack of conducive swap 
opportunities and the apparent 
absence of fundamental sup- 
port for the recent rise in the 
Treasury market has made 
them hesitate. 

Nevertheless, the Eurodollar 
bond sector could be an area 
that offers some hope to syndi- 
cators in coming weeks. 

Activity yesterday centred 
on three Euroyen deals which 
were largely targeted towards 
investors in Japan. 

The three issues all paid cou- 
pons that were fairly attractive 
amid the current tightness in 
Japanese short-term rates, and 
were placed without much ado. 

Daiwa succeeded in bringing 
a YlObn issue for Lavoro Bank 
Overseas in spite of the wari- 
ness inspired by the borrower's 


name. The lead manager 
placed its bonds at less 1 % 
inside fees of 1% for a deal 
which is not expected to trade 
widely. 

An issue of SFrlOOm bonds 
for Ireland made Its grey mar- 
ket debut in the public Swiss 
market yesterday after being 


insurance company, were 
tightly priced and carried the 
first 7 per cent coupon the mar- 
ket has seen since February. 
As a result, the issue was 
hard-pushed to keep a trading 
level within its fees. 

The lead, manager was quot- 
ing a trading level of less 1% to 
less 1V«. but other houses were 
quoting a level outside that 
range. 

The mood in the wider Swiss 
market is less bullish than it 
has been, although two deals 
which made their trading 
debut in the secondary market 
yesterday - CNT and City of 
Copenhagen - were trading at 
premiums to their issue prices. 

An Issue of ASch700m bonds 
marked the first time a foreign 
borrower had brought a deal 
with equity warrants attached 
to the Austrian market 

The deal for Omni Capital 
Markets, the Cayman Islands 
subsidiary of the Swiss com- 
pany, was thought to have 
been swapped into Swiss 
francs and was not expected to 
trade widely. 


Secondary market moves into first place 

Andrew Freeman finds illiquid Eurobonds providing a wave of profit for dealers to tap 

T he declining volume of Tor the biggest invwtore, greater mnscle they can exert bonds “ of stSf securiti^^^ 

new issue business on all Eurobonds are classifie d as over intermediaries Their Issues- lfcey benefited swaps. For example. thelS 

the Eurobond market Is Illiquid because the benchmark, chief measure is the ability to introduction of the new Dene 


INTERNATIONAL 

BONDS 


launched late on Tuesday. The 
bonds met as enthusiastic 
reception and the issue was 
later raised to SFrlSOm when it 
reached a trading level of less 
l! 14 to less %, well inside Its 
fees to co-managers which 
were set at 2ft. 

The 12-year Ireland bonds 
had pitched the pricing right 
with a coupon of 7% on an 
issue price of 101% and met 
with widespread demand 
among retail and institutional 
investors. 

In contrast. SFrlOOm of 
bonds for Aegon, the Dutch 


T he declining volume of 
new issue business on 
the Eurobond market Is 
encouraging securities houses 
to pay attention to the long-ig- 
nored secondary market The 
tendency for many Eurobonds 
to become illiquid - hard to 
buy or sell - provides opportu- 
nities for a low-volume, high- 
margin business which now 
makes up a significant propor- 
tion of the market's trading 
profits. But competition is 
growing. 

Mr John Frith, head of dollar 


"For the biggest investors, 
all Eurobonds are classified as 
illiquid because the benchmark, 
of liquidity is provided by gov- 
ernment bond markets," says 
Mr Peter Lathy, a partner in 
the recently formed LBDP, an 
agency broking house special- 
ising in illiquid securities. 
Investors which have liquidity 
as an absolute requirement 
should stick with the govern- 
ment markets. 

One problem with Illiquidity 
in the Eurobond market is that 


greater mnscle they can exert 
over intermediaries. Their 
chief measure is the ability to 
deal in large size. A bond issue 
might have only two market 
makers, but if there are narrow 
spreads for sizable lots then 
the deal is considered liquid. 

Mr Luthy also points out 
that there are many ways of 
defining liquidity. For exam- 
ple, a typical over-priced Euro- 
bond issue might be illiquid 
because nobody wants to buy 
the paper. By contrast, a suc- 


bonds in most of Finland s 
issues. They benefited from the 
introduction of the new bench* 
mark. Many investors were 
persuaded to exchange their 
bonds only for the sbort-tenn 
yield pick-up and few cited illi- 
quidity as the motive. 

Houses active in the illiquid 
market are able to exploit 
Investors' different require- 
ments. An official at Bear 
Steams, one of the leading spe- 
cialists in the market, says 
there is steady demand from 


trading at Paribas Capital Mar- 
kets, says: “In the old days of 
busy primary trading, clients 
found it harder to sell miqnid 
paper. Now more and more 
players are looking at i Oig uid 
issues, and dealing spreads are 
much tighter.” 

Where traders used to expect 
an average profit of up to % 
point on each transaction, the 
typical mar gin haw shmnk to 

between % and % point. 

In addition, the yield gap 
between comparable Eurobond 
deals by the same borrower 
perceived as liquid and illiquid 
has narrowed to an average of 
10 to 20 haste points. In mar- 
kets such as the US that are 
driven by credit consider- 
ations, the same issues would 
trade almost in 

A perceived general lack of 
liquidity is an enduring prob- 
lem for the Eurobond market. 
As band Issues move nearer to 
maturity there is an inevitable 
drying up of trading. In addi- 
tion, successful new issues 
tend to be locked away. But for 
many investors, the entire 
market can be characterised as 


NEW INTERNATIONAL BOND ISSUES 
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Mitsui Real Estato Dev (art* 
Lavoro Bank Overaeas{t>l+ 
Norot>anken# 


Amount m. Coupon 96 


Book runner 
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1 Vi ^ Daiwa Europe 
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SWISS FRANCS 
lreland(c) + 

Aogori NVibl*-*$ 


Credit Suisse 

Swiss Bank Corporation 
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SvrwJtoh Export Crodilibie 


FINNISH MARKKA 
Karma Int. Financeltri + 


Postipankki 


AUSTRIAN SCHILLINGS 
Omni Capital Marketsid)94 


Gfrozemrale-Vtenna 


A general lack of liquidity is an enduing problem for the Eurobond market. 
As bond issues move nearer to maturity there is an Inevitable drying op of 
trading. In addition, successful new issues tend to be locked away. But for 
many investors, (he entire market can be characterised as illiquid. 


it Is associated with high trans- 
action costs. Market makers 
risking their capital to position 
securities tend to quote wide 
spreads, making it relatively 
unprofitable for investors to 
deal Investors could optimise 
their portfolios by concentrat- 
ing' on liquid stocks which 
have lower transaction costs, 
but the hi gher yields on illiq- 
uid bowls might offset some of 
the benefit 

Mr Luthy adds, however, 
that some of the traditional 
measures of liquidity can be 
misleading . Many inves- 
tors judge it by counting the 
number of market makers of a 
particular bond, reflecting 
their wish to protect the integ- 
rity of the prices at which they 
trade, hi theory, more market 
makers mean tighter dealing 
spreads and better value. 

Larger investors are pro- 
tected from this worry by the 


ceHgfol TBM deni nlnrevl mainly 
with retail investors in Swit- 
zerland could be illiquid for 

lack of sellers. 

This bid-side illiaulditv is 
good for investors, but bad for 
market makers, which can find 
it very difficult obtaining stock 
to cover short positions. 


A good example of how 
these different perspec- 
tives work in practice 
was provided by JJLMorgan's 

innovative evrhflng m nffpr las t 

year for the Republic of Fin- 
land. The idea was to offer 
investors a ehaneg to swap 
their supposedly disparate, 
iiiiqnid issu es into a single, 
benchmark jumbo Awai 
In fact, investors had experi- 
enced little difficulty selling 
Finland bonds because of their 
scarcity value. Market makers 
had had a problem because 
they were unable to offer 


asset-hungry banks and invest- 
ment managers. 

Paribas' John Frith agrees: 
“The market is driven by sup- 
ply. You have to locate a seller, 
but then it’s relatively easy to 
find buyers." 

Over the last year, the mam 
source of paper has been Japa- 
nese investors selling bonds to 
faiifp currency profits after the 
rise of the US dollar against 
the yen. These investors were 
not fussy about the price at 
which they sold their bonds 
because they were reaping a 
currency gain. 

Similarly a few years ago, 
Swiss Investors rushed to sell 
their holdings of US corporate 
bonds because of concerns 
about credit quality, and pro- 
vided huge profits for players 
in the illiq uid market. 

What happens to the illiquid 
bonds when they are sold to an 
intermediary? An entire mar- 


T he new issue markm for 
Eurobonds tends to be 
driven by swap levels 
which allow borrowers to lock 
in attractive funding rates 
One result is that bonds are 
occasionally mis-priced and 
become illiquid soon after 
launch. 

Once that happens, the 
bonds move rapidly from bring 
over-priced to a point where 
they are under-priced and can 
be used for asset swaps. The 
fund managers step in to bay 
the bonds just above the price 
at which they know there is 
demand from the repackaging 
market. In this way, although 
they still bear market risk, 
they have limited downside an 
a spread basis because theta- 
holdings are underpinned by 
asset swappers. 


** Private placement ^Floating rate nates. 9WHfi equity warrants. ♦ Final terms, a) Coupon pays SObp under Japanese 
lona-torm prime rato. bl Nan-callable, cl issue Increased tram SFrlOOm. Nan-callable, d) Each SetilO.OOO has 10 warrants to 
buy one Omni Holding share at SFrl^SO betweeen June 1990 and June 1992. 


Issue uses French securitisation laws b, 


Liffe aims at one exchange I Visa enters E Germany 


By David Ba retard 


By Stephen Fidler, Euromarkets Correspondent 


THE THIRD bond issue under 
new French securitisation laws 
was announced yesterday. 

The issue, which converts 
fixed-rate consumer loans into 
floating-rate bonds, will be 
jointly lead managed by 
Society Cgncrale and Merrill 
Lynch, whose securitisation 
joint venture structured the 
issue. 

The FFrSOOm in bonds, 
expected to be priced today at 
^ percentage point over three- 


month Paris interbank offered 
rates, will be offered publicly 
both to investors in France anrf 
internationally. 

Payment on the bonds, rated 
AAA by Moody's Investors Ser- 
vice. is protected by a subordi- 
nated tranche of FFriOOm of 
bonds. As permitted under 
French law. Cetelem will buy 
this tranche. 

The underlying loans were 
made by Cetelem, the Compag- 
nie Bancaire subsidiary. They 


are expected to carry an aver- 
age life of 1.74 years. The final 
maturity on the loans is 57 
months, but the expected final 
maturity of the bonds is 42 
months, because by that time 
only 5 per cent of principal is 
expected to remain outstand- 
ing and this would be bought 
back. 

The fixed-rate loans have 
been converted into floating- 
rate funds through a novel 
amortising swap. 


MR DAVID Burton, chairman 
of the London International 
Financial Futures Exchange, is 
confident that at least one of 
the other London exchangee 
will join the market which will 
be created by the merger, cur- 
rently under discussion, of 
Liffe and the London Traded 
Options Market. 

In a speech to mark the 
launch of a new back office 
system developed by the Inter- 
national Commodities (Heiring 
House, Mr Burton underlined 
Liffe's commitment to a joint 
exchange. 


“The intentio n is to rr w* v 
one derivatives exchange, 
probably with a different 
name, with one elected board 
of directors, one chief execu- 
tive, one chairmen and one 
trading floor,” he said. 

His view is more «mgnin« 
than that of some members of 
toe working party set up to 
decide the terms of a merger. 
These members expect LTOM 
to operate as an offshoot 
within Liffe, at least at the 
onset of the merger. 

The working party is expec- 
ted to draw up -plans for a 


merg er by tbw end of June «mi 
the two markets could become 
nno by the end of toe year. 
T.iffe , which is more profit- 
able, is likely to have to bear 
most of the merger cost, which 
has angered some traders. 

The two markets have differ- 
ent trading systems which it 
would be hard to Integrate. 

LTOM la discussing changes 
in its methods of trading which 
would bring it more in line 
with the way Liffe does busi- 
ness. LTOM is not reaching 
break even an its curre n t trad- 
ing levels. „ • 


VISA International, the plastic 
card payment company, has 
entered the East German mar- 
ket. 

Berliner Stadtbank, which 
has around 250.000 current 
account customers, is to offer 
Visa cards from the autumn. 

Visa also announced its first 
significant Inroad into the 
Swiss banking market with the 
news that Swiss Rank Corpora- 
tion, the third largest Swiss 
hank , is to join. 

Visa anti the Ge rman hanks 
have been at loggerheads for 
several years. More than 4JM0 


West German banks belong to 
the Eurocard/MasterCard pay- 
ment system through GZS, an 
inter-bank joint payment 
organisation, while Visa has 
only 18 members, drawn from 
foreign or provincial banks. 

In the past. Visa officials 
have privately accused ihe 
large German banks of run- 
ning a cartel. 

Banks in several north Euro- 
pean countries, including the 
Netherlands. Switzerland, and 
Austria, tend to regard Visa as 
a threat to the Eurocheque 
payment system. 



LONDON MARKET STATISTICS 


FT- ACTUARIES SHARE INDICES 


® The Financial Tunes Ltd 1990. Compiled by the Financial Times Ltd 
in conjunction with the Institute of Actuaries and the Faculty of Actnnrica 


RISES AND FALLS YESTERDAY 


LONDON TRADED OPTIONS 


EQUITY GROUPS 
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FT-SE 100 index futures 
maintained a strong lead over the . 
stock market ye s ter d ay as a tech- 
nical sque e z e during the after- 
noon kept prices higher. The. 
main feature of the traded options* 
market was strong turnover In 
Sears, which continued to be 
boosted by takeover speculation. 

Trading volumes in London's 
stock derivative markets were 
lower as the weaker performance 
on Wall Street, end the Derby 
horse race, discouraged invest- 
ment In the futures market, turn- 
over was about half that of recent 
levels, while traded options 
declined from an already low 
base. 

During the first luff of the ses- 
sion, selling by arbitrageurs 
CALLS Pins 


depressed the futures market, 
'narrowing the gap between the 
June FT-SE contract and the cash 
index to 30 from 40 points. 


Over recent weeks, arbitra- 
geurs have been unable to take 
advantage of the difference 
between the futures and cash 
markets due to a lack of stock. 
Yesterday, the appearance of 
sellers of stock allowed the arbi- 
trageurs to sell futures and buy 
shares, profiting from the differ- 
ence between the two markets. 
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The June futures contract 
closed at 2,389, 24 points lower 
on the day, and at a premium of 
40 points to the cash market, little 
changed from Tuesday. Total 
FT-SE futures turnover stood at 
CALLS PUTS 

flptan M M Ja M M Jm 


4.800, less than half the previous 
session's turnover. 

In the traded options market 
recent talk of a takeover 
prompted brisk activity In Snin r 
making it the busiest of the stock 
options. 

Dealing was concentrated hi 
calls, with some Institutions soil- 
ing against stock. 

A total of 2,547 Sears contracts 
changed hands, of which 1,961 
were calls and 588 were puts. Tin 
September 100 calls were the 
most active, trading 931 contracts. 
Other busy stocks included British 
Petroleum, which traded -2,010; 
Rolls-Royce, 2,010; British Gas. 
1,265; and Guinness, 1,251. FT-SE 
options traded 8.777. 
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post 35d. 


First Dealings 
Last Dealings 
Last Declarations 
For settlement 


June B 
June 15 
Sept 6 
Sept. 17 


Far rate indicartons see and of 
London Share Service 


Calls In Aviva Pet, British Gee, 
Gaelic Res^ Hazlewood Foods, 
looped ML, hremla West Monu- 
ment Oil & Gas and Ofhrar Res. 
Puts and calls In Anglo Pacific 
Res, Gaelic Has. and First Let- 
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ket exists for the topackagtaw 
of such securities foresaw 
swaps. For example, the W 
volumes of Japanese etrStv 
warrant deals in 1989 profecJ. 
steady business asset swamiS 
the ex-warrant bonds. ^ 

Much of the paper, however 
Alls orders from investors 
which have specified a need for 
particular issue characteristics 
LBDP makes its money h v 
bringing together buyers and 

sellers of large blocks ofat 
least lm bonds. As an agency 
broker it charges a commission 
for obtaining more competitive 
prices than its clients couU 
find by approaching a market 
maker. 

According to Bear Stearns, 
there is also a sophisticated 
class of investment manager 
which exploits the charactem. 
tics of the Illiquid market 
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SST&5SLs3ffS5 

31 1990. *** year *° March 

oos £4«sr^ 011 **“ 

“fiaa'wffa- 

“®P^J since laStAniw 

Steffi'S 'Sr* JS 

25SI - ™ 

•SS55 

co ^ t ractwn industry UK 

s^ftafss 

gsgsssS 

tne growing contiihntt^rSr®' 


lower mrn- 

I ~o«€S 

a recent dk’SS 

The proportion of total (atea 
denied from contSeSS 

to^3 

cent In the UK, the niw» 
NwthA!nSJ? 30 P« «£t 

_S® Powerscreeax subsidiary'. 

®aSas screrai^S 
®3f for SI l cl1 nrateriaEas 
sand, gravel and coal, saw 

*3»a to arm. 
l£oox * which makes 
equipment ftp quar- 
^®8aad demolition, sales 
5*® from £i3.7m to £L&2m. Mr 
Jff^eown, chief execu* 
uve, said there was a growing 


margins hit 


to be recycled because of the 
mcreasing cost of landfill sites. 

Royer, -which makes. waste 
processing equipment, ctmtrih- 
- uted £8L8m to ' sales in toe first 
tun year since its purchase in 
January. 1989. 

Mr McKeown said the tfebt- 
free giotm’a production csp&c- 


the purchase of 1 

factories in Northern Ireland 
and the Repahhc could both be 
extended. •■• 

Bantings per ahare, faDy 

d f hited for ‘the conversion .of 

loan stock, advanced to i4jp 
(12p) on a higher than expected 
tax charge. A final dividend of 
3^9^ makes . a. total Of. 5.04p 


min in sunning nkhe mar- 
kets for mobile plant In a vari- 
ety of industries, and those 
markets are growing. Whether 
the material being proce ss ed is 
rubble or sewage, then is an 
increasing awareness of the 
need to depose of it in a dean 
.and * compact manner. The 
push on the Continent has 
more ton compensated for 
stodgy demand in the UK. The 

young management said that 

its new chairman had intro- 
duced “a greater degree of dia- 
dpHne." Perhaps the recent 
sake of BeUeek POttery (always 
a curious excursion) is a symp- 
tom of that Profit for fids mar 
is forecast to rise to about 
£l&Sm,.SMng a prospective p/ 
e'oflesa tore 10 - a fair rating 
with scope to go up, especially 
if the group manages to get a 


rises 59% and heads for China 



By Kleran Cooke in Dublin 

S PA, n y the - Prtvately-held 
aircraft leasing group basal at 
Shannon in the SSt ReSuJu? 
las announced a 59 mtSS 
nse in after-tax DiSfiti^S 
USSausm (£143m) fo?tteL£? 
toMarch 31 1990. Fully dflSS 

^ r ^ n ® 3 Per share increased 
by 49 per cent to $42. 

GPA also announced it had 
reached agreement to lease a 
fl «* of mw aircraft to an 
unspecified airline in Ohinq 



“This is a significant break- 
through and fa the first «m» 
the Chinese have participated 
in such a leasing arrange- 
ment", Mr Maurice Foley, the - 
Vice chair man lurid 

GPA has 240 aircraft on lease 
to 68 airlines in 41 countries. In 
ad dit i o n it has 700 modem jet 
and turboprop aircraft on order 
for the 1990’s. GPA says that 
credit facilities now gfamri at 
$5.8bn, of which only p .Mm 


i • 

german 


Expedier pays £8.8m for 
Space-Time Systems 

By David Churchill, Leisure industries Correspondent 


c*- 

M"- 

WV: 


EXPEDIER LEISURE, the 
USM-quoted corporate bospttal- 
ity organiser, is buying 
Space-Time Systems which 
operates the First Call theatre 
bookings system, in a deal 
worth £&8m. 

Expedier, which plans to 
drop the “Leisure*’ part of its 
name with shareholder 
approval, also plans to 
raise £2£m through a two-for- 
nine rights issue at 50p per 
share. 

The money will be used to 
keep Expedier’s borrowings 
down as well as to acquire out- 
right the rights to major sport- 
ing events. 

Gearing after these moves 
wifi be “under 50 per emit", 
according to Mr Conor O’Brien, 
chairman. 

The Space-Time acquisition 
is part of Expedier’s plans to 


give ft greater credibility with 
organisers of sporting events, 
especially theleadhig golf tour^ 
namenta. 

“Organisers of these events 
want to make sure that tick- 
eting arrangements are in 
responsible hands,” said 
Mr O’Brien. “There have 
been too many examples 
recently of ticket arrange- 
ments for major events going 
awry." 

Space-Time is forecast to 
make pre-tax profits of 
£L2Sm for the year ending Sep- 
tember 30 1990, compered with 
pre-tax profits of £648^)00 last 
year. 

In its last flnandal year 
to December 31 1989, BifAMw 
more than doubled pre-tax- 
profits to reach £L25m oh 
turnover up 61 .per cent- to: 
pt flJMm. 


Sears chairman takes pay cut 


By Maggie Urry 

MR Geoffrey Ma i tl a nd Smith, 
chairman of Sears, the retail 
group, took a cut in his annual 
pay from £229,977 to £22^530 in 
the year to end-January. The 
figure was shown in the 


group’s mummi . acco unts pub- 
lished yesterday. 

Hie group suffered a 1&2 per 
cent fall in pre-tax profits to 
£23L4m in the year. Bantings 
per share were lULp 0&8p). 


FINANCIAL & 
PROFESSIONAL SERVICES 
IN BIRMINGHAM AND 
THE MIDLANDS 

The Financial Times proposes to publish tins 
survey on: 

13th July 1990 

For a full editorial synopsis and advertisement 
details, please contact 

Paul M. Jefferis/ Anthony G. Hayes 
on 021-454 0922 

or write to them at: 

George House 
George Road 
Edgbaston 

Birminghan B15 IPG 




CEN TRAL 

MANCHESTER 

DEVELOPMENT 

CORPORATION 


introdu cing Central Manchester 

. esminar about the relocation benefits and 
^portunities available in Central Manchester 

Thursday 14 June 1990 

at 11.00am 

Stationers' Hall, Ave Maria Lane, London EC4 

Guest speakers ftom: 

Bearer Pic and Richard Ellis Chartered Surveyors 


Forvour 


free tickets contact Pamela Bishop on 061-236 1166 


has been drawn down. 

(SPA’S radii shareholders are 
Mitsubishi Trust Bank (with 12 
par. cent), Aer Lingua «wi Air 
. Canada.- Japanese foatitntkmal 
i n ves tor s have shown coaaJdar- 
able interest in GPA leoenfiy. 
Mr Tuny Ryan, who helped 
found GPA in. the mid 1970’s, 1 
retains an Bper cent stoke. ' 

A pnhHff IkHny wwm ln ad thn 

group’s "broad intention", pos- 
sibly to take place . In London 


before the end of next year, Mr 
Foley .said. GPA’a notional 
wafi m t c apBaM a attML based »» 
a recant 'shares sate by Air 
Canad a, fa gybn, 

. GPA has diversified in 
recent years and now handtea 
a variety, of aircraft-related ser- 
vices. It recently announced 
plans for an iiw™* mainte- 
nance centre to be built at 
Shannon in a Joint venture 
with Lufthansa and Swissair. 


Maiden 

39% 

expansion 
for ABI 


THE FIRST set of 
results produced by ABI Lei- 
sure shows ft hag Increased its 
pretax profit by 39 par cent 
on turnover ah e ad 21 per 
cent. 

ABI went public in February 
and the results cover the ban 
year ended February 28 1980. 
Hut Ninth Hmnbendde-based 
company is the leading 
maker of caravans in the 
UK. 

Turnover came to £3&38m 
(g27.69m) and the profit to 
2244m (£Z12mX 

Mr George Shiels, chairman, 
remained that the 

£84m annual profit forecast in 
the prospectus would be 
achieved. 

ABI had traded well in a 
period when fa niw g w w wim H^ 
were testtn®. 


Prognas was made in each 
area of activity - touring cara- 
vans for the UK and those 
designed especially for 
export markets, and leisure 


He added that currently 
there was Httle seasonal bias 
in profitability. 

warnings for toe half year 
rose to &3n (5.7p). 

The dtvmoid for toe year is 
ex p ec t ed to be hi Una with toe 
forecast 3-lp. 


Rodime reduces losses but still 
at top end of credit facilities 


By James Buxton, Scottish Correspondent 


RODIME, the Hwfc drive rather 
based In Scotland, reported a 
small Increase In tu rnover and 
a modest reduction in losses 
for the three months to March 
31 1990, but said ft was operat- 
ing at the upper end of its 
credit fafaHttey 

Turnover in the second < 
ter was $24m (jjlASm), up 
322m in the first quarter and 
221.1m in the equivalent quar- 
ter of 1969. 

Net operating loss at $8m 
was similar to the first quarter, 
but better than the 3&8m in 
the equivalent quarter of 1969. 

After tax loss was S3. 6m, 
compared with $&n in the pre- 
vious quarter. The second 
quarter of last year suffered a 

liwflrf* of 121.4m, I wr!lw ding a 

non-recurring loss of$12m ting 
to restructuring. 

More recently, Rodime 


received $5m in cash and a 3 
per cent stake in Profit Tech- 
nology of the US, under the 
sale of Rodime Systems, its 
retail products business. It 
reported a gain of dm net of 
ex p e n ses on the disposal in the 
second quarter, but this was 
offset by a bad debt provision 
of rim In resoect of Jasmine 
Corporation or^e US which 
recently filed for bankruptcy 
acknowledging a debt to 

PrvUma of about BSm 

Rodime used the cash pro- 
ceeds from toe sale to 
batik debt, but is still i _ 
at the upper limit of its 
facilities due to continued 
investment in inventory to 
support the buildup of its new 
product lines. Last year 
Rodime was subject to a large 
scale finanfftwi rescue which 
left S 11 "^ of hnliWng 


is per cent of its equity and 

advancing lnan« of over 942m. 

Rodime, which carries out 
large votane manufacturing in 
Singapore, said the results 
reflected significant demand 
for its new 100 megabyte and 
210 megabyte disk drives, and 
an easing of supply con- 
straints. These products, aimed 
at the workstation and per- 
sonal computer market, 
accounted for 51 per emit eft 
revenue in the last quarter, 
against 6 par cent a year ago. 

Rodime’s lower capacity 
product lines are not cost com- 
petitive and the company is 
seeking ways of improving 
this. It is reducing output at its 
Glenrothes, Fife, plant in 
favour of Singapore and dispos- 
ing of its printed circuit board 
assembly operations In Scot- 
land. 


Interest rates hit Fletcher King 


A MUCH sharper than 
exp ec te d slowdown in activity 
in toe second half lay behind 
Fletcher King’s “disappoint- 
ing" results in the year to 
April 30. 

Mr David Fletcher, chairman 
Of this wwmwrial pwhrtiw noawf 
and surveyor, said that toe 26 
per cent decline in pre-tax prof- 


tts from £2A8m to £2J2m was a 
consequence eft the inc r eas in g 
impact of the Government's 
high interest rate policy cm the 
property sector. 

However, he said that in 
spite of the market uncer- 
tainties the company had 
carried out a signifi cant 
level of bittiness — turnover 


rose 9 per cent to £9.17m 
(£B4m). 

Earnings fell 27 per cent to 
15j6p (ZL5p) per share and, in 
view of the continuing uncer- 
tainties in the prop e rt y sector, 
the directors are reducing 
the final dividend to 4.7p 
(6Ap) to make 9p (106p) for the 
year. 


PATRICK SHEEHY, AGM 1990 


ust as this last year has been an historic one for our 
Company, so the. world around us has seen dramatic 
and exciting change. 

As you know since the 1960s I have been interested 
In building a stronger market in Europe and I am optimistic 
about recent developments. 

The integration of a united Germany into the 
Community -makes it imperative that we complete the 
1992 . progran^^ - 

implement in every member 

i 

state, those 300 of;SO internal 
market directives which are crucial if 
the Single Market is to become a 
working reality. 

It Fs becoming evident that 
a single market without a 
single currency is only half the 
battle. We must push forward with monetary union in spite of 
all the well known difficulties. For Britain to be left outside 
of this process would be to relinquish our rightful place in 
history and ^welcome the more positive role that the 
Government is at last now taking with regard to the 
Exchange Rate Mechanism. . 

But those of us in business must continue to play 
our part Whilst politics are driving events forward, the 
economic bhanges will be implemented by those of us 
in business and we must make our interests heard. 

. Inevitably an integrated Europe will need effective 
democratic control. And T am glad that this last and most 
important item is on the agenda for discussion. The new 
shape of Europe should be determined and implemented 
by the existing nations before it is expanded. However, 
it is a, testimony, ,to the strength of the concept of a 
Community Single Market that many members of EFTA 
and the newly emerging democracies in the 





East regard membership as a major priority. Events in 
Eastern Europe offer tremendous opportunities for 
both our businesses. 

The whole of Germany is now treated as one market 
for cigarettes by BAT Cigarettenfabriken and we already 
have a 65 strong field force operating in East Germany. 
Our sales in other Eastern European countries, including 
Russia, have already increased by two thirds and we are 

urgently examining ways of 
expanding even further in these 
substantial markets. 

On the financial services 
side we see potential in countries where 
individuals will have the chance of 
personal investments where 
none have existed before. Our 
expertise in personal lines 
could prove invaluable as new 
institutions develop that will need consumer finance. 
These prospects may not materialise as swiftly as those 
in the tobacco business but we are in a strong position 
once they do. 

However, you can be certain that we are not over- 
whelmed by the understandable euphoria that surrounds 
these countries at the moment. Very often the markets 
and supporting institutions are rudimentary and hard 
currency remains a problem but we are well prepared to 
take every opportunity that is commercially feasible. 

There is, in every sense, a world of opportunities before 
us. By focusing the Group on our two great businesses of 
financial services and tobacco, the foundations have been 
laid fora new period of sustained growth in our Company’s 
fortunes. I face the challenges of the new decade with 
considerable optimism and am determined to ensure that 
we make the most of the international opportunities that 
lie before us, in both our businesses. 


B AT INDUSTRIES 

BAT Industries pltk, Windsor House, 50 Victoria Street London SW1H 0NL 
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Shareholders wooed with higher-than-expected dividend of 10.07p 

Thames beats forecast with £179m 


By Clare Pearson 

THAMES WATER, the biggest 
of the privatised water compa- 
nies, yesterday signalled that it 
had its shareholders’ interests 
at heart when it recommended 
a dividend payment bigger 
than that forecast in its 
flotation prospectus last 
autumn. 

In an unexpected move, 
Thames said it would pay 
10.07 p per share, against an 
expected 9-72p. This comes on 
pre-tax profits slightly more 
than 5 per cent higher than 
forecast at £179JhtL 

The profit growth was 
thanks mainly to rises in turn- 
over. Income from property 
sales and interest from 
short-term investments. 

Thames’ dividend decision 
contrasts with the announce- 
ment from North West on 
Tuesday. North West, the first 
water company to report on 
the year to end-March, 
declared a payment in line 
with the prospectus and 
profits also higher than fore- 
cast 

Mr Roy Watts, chairman, 
said Thames’ payment 
reflected the company’s desire 
to “provide shareholders with 
a growing return on their 
investment." 

City analysts said the divi- 
dend move would set a chal- 


"SHIP 

Thames 


TonyAodrtw* 

Boy Watts: pressing on with development of nan-core activities 


lenging precedent for Thames. 
But it would not necessarily be 
imitated by other water compa- 
nies, where the shares are 
already higher-yielding than 
those of Thames. 

On a pro forma basis, assum- 
ing the post flotation capital 
structure had been in place 
since the start of the year, 
Thames would have made pre- 
tax profits of £187m. The gap 
between actual and notional 


profits is narrower than with 
the other water companies as 
Thames' debt write-off was 
lower. 

The reported profit was 
down from £207.2m in 1968-89. 
but this was after operating 
costs of £453 2m (£370.1m). The 
increase includ ed £L5m for new 
services and £19m for new obli- 
gations, higher standards, and 
the cost of the corporate 
awareness advertising cam- 


paign. 

Turnover was £6U.5m 
(£557.6m). Property sales gener 
ated tnm (£18m). Pro forma 
gaming s per share were 43.6p. 

Thames shares closed up 
lKp at 145fcp. 

Thames aim sent a clear sig 
nal to the City yesterday that 
it intended to press on fast 
with development of non-core 
.activities, not yet significant to 
the company. Mr Watts said 
this was essential to ensure 
long-term growth. 

Negotiations are in train 
with Portal Beddings, the paper 
making company, to reduce 
the expe cted £30m purchase 
price of PWT, a loss-making 
business in water treatment 
design and contracting which 
last December marked Thames' 
first a cquisition since flotation. 
PWTs asset values had turned 
out to be lower than Indicated, 
Thames mM. 

PWT is expected at least to 
break-even in the c u rr ent year. 
Thames alSO baa tota- asta in 
landscape contracting and 
hopes to move into waste man- 
agement 

Thames is alwn embarking on 
a hefty pr o g ra m mu of cepf tel 
expenditure an its core water 
awl sewage business budgeted 
to cost £400m this year. 

See Lex 


Bass agrees sale 
of remaining 
Crest hotels 

By Philip Rawstome 

Bass, the brewing and hotels 
group, yesterday announced 
that it bad reached agreement 
in principle for the sale of four 
Crest hotels In Amsterdam to 
Buckingham International, 
hotels and nursing homes 
operator. 

The deal will complete Bass' 
disposal of the Crest chain of 
hotels, most of which were 
sold last month to Trusthouse 
Forte for £3 00m. 

The cash consideration 
involved in yesterday’s sale 
will not be disclosed until 
after completion. 

Under another agreement, 
Buckin gham is to locate and 
develop hotels which can be 
operated as part of the Bass 
Holiday Inn international 
chain in Spain, Portugal and 
the UK. 

Buckingham currently oper- 
ates one Holiday Inn as a fran- 
chisee in Portugal and has a 
second under development In 
London, apart from other 
hotels in the US, Portugal and 
the Channel 


Rosh & Tompkins 

Ballast Ned am Construction, 
has bought further assets of 
Rush & Tompkins from the 
receivers. North Midlands con- 
struction activities Jnst 
acquired are in addition to 
operations purchased last 
month in the north, south- 
east, south-west. 


Mecca replaces finance chief 


By David Churchill, Leisure Industries Correspondent 


MECCA LEISURE, the troubled 
UK leisure group which the 
Rank Organisation is seeking, 
to buy for £506m, yesterday 
moved to strengthen its 
defences by replacing its 
finance director and adding 
two new non-executive 
directors to its board. 

Mr Robert Nellis t, who left 
Thorn EMI as finance director 
last year to "pursue his private 
interests", has joined Mecca as 
group finance director. 

He replaces Mr Jeremy Long, 
who had been combining the 
role of finance director with 
his recent appointment as 
deputy chief executive. 

A Mecca spokesman said the 


move bad been planned for 
some time and was not a result 
of the Rank bid. However, City 
analysts last night suggested 
that the move was linked to 
Mecca's high gearing following 
the takeover of Pleasurama in 
late 1968 for £750m. The rise in 
interest rates had cost more 
than Mecca expected and 
forced analysts to re-rate 
Mecca and other leisure stocks. 

The new non-executive 
directors are Mr Ian McIntosh, 
deputy chief executive of 
Samuel Montagu, and Mr 
David Beys, chairman of HFC 

Hank. 

Mr McIntosh is also a 
member of the Takeover Panel 


which, although he will not be 
involved, is expected to decide 
by tomorrow whether or not 
Rank’s interpretation of its 
offer for Mecca's preference 
shares is within the Panel’s 
guidelines. 

Rank’s pre-condition for its 
offer was that the Panel did 
not regard Mecca’s preference 
shares as ordinary equity. This 
is because the Raw* offer of 
75p for the preference shares is 
higher than the equivalent 
offer for Mecca’s ordinary 
shares. 

If the Panel roles against 
Rank , then the offer for the 
preference shares would be 
worth 56-Ip rather than 75p. 


French interest for Astra’s PRB 


By Lucy Kellaway in Brussels 


TWO FRENCH munitions 
companies have expressed 
their interest in bidding for the 
nearly bankrupt Poudreries 
Rennies de Belgique (PRB), the 
weapons business owned by 
Astra Holdings of the UK. 

The two companies - 
Groupement Industrie! de l’Ar- 
mement Terrestre and Socfote 
Nationale de Poudres et des 
Explosifs - yesterday told the 
Flemish economics ministry 
that they would like to buy the 
whole company. 

Such an offer would come as 
a relief to Belgium's three 
regional governments, which 
have been trying to form a res- 
cue plan that would allow PRB 


to stay in business. 

9 It would also come as a.regef 
to Astra, which has been try- 
ing to sell its troubled subsid- 
iary. 

Mr Norbert de Batseher, the 
Flemish economics minister 
said yesterday he had no inten- 
tion of putting any money into 
the company, and argued 
the present reconstruction plan 
- under which PRB was to be 
bailed out with the help of the 
regions — was insufficiently 
clear on the relationship 
between PRB’s suppliers, its 
shareholder, ami its bankers. 

The minister said he had 
invited the two French compa- 
nies to discuss a new rescue 


This announcement appears as a mutter of record only. 
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plan today with Mm and with* 
the PRB trade u icons, which 
have recently been protesting 
against the closure or the com- 
pany, which would wntati the 
loss of L300 jobs. 

A Brussels commercial court 
is ring to give an opinion on 
whether PRB can get legal pro- 
tection to carry on its business. 
On Friday an emergency loan 
of BFrS50m (£5. 98m) was 
granted by Soctetd Gdndrale de 
Belgique, which sold PRB to 
Astra last September. 

Astra claims it was led to 
believe that PRB would make a 
profit of £2m in 1989, whereas 
it actually incurred a loss of 
closer to £12m. 


Emess sells 
Sovereign 
for £8.6m 

MITSUBISHI PENCIL, a 
leading Japanese maker of 
writing instruments, has paid 
£8.6m cash for the business 
and assets of Royal Sovereign, 
the stationery, graphic prod- 
ucts and distribution subsid- 
iary of Emess. 

Mitsubishi Pencil plans to 
develop the brands acquired - 
which include Blick, Magic 
Marker and Stephens - along- 
side its UNI brand products. It 
will also introduce additional 
products to use Royal Sover- 
eign's distribution network to 
expand operations in Europe. 

Royal Sovereign’s pre-tax 
profits totalled £L4m for the 
year ended December 31 1989, 
when its net assets stood at 
£500,000. 

Caffyns falls from 
£2.06m to £0.7m 

Caffyns, the motor dealer, saw 
its pre-tax profit fall from 
£2.06m to E6&L000 In the year 
ended March 31 199a 

However, the final dividend 
Is bekl at &5p for a same-again 


Ashley in 
£26m issue 
to finance 
Spanish buy 

By Vanessa Houfder 

ASHLEY GROUP yesterday 
announced a £26. 3m righto 
foipig to fin ance the acquisi- 
tion of Dismo, a fellow Span- 
ish food retailer. Its shares 
dropped 2p to MBp. 

Ashley’s other main activity 
is the di stribution of window 
bunds in the UK. 

Aqhlgy is paying Pta 35Gm 
(£ 1.99m) far Dismo, which suf- 
fered heavy losses to 1988 due 
to heavy borrowings and 
moanHng interest charges. 

Dismo, established in 1961, 
has 56 stores in the Catalonia 
region, 19 stores in toe.Alba- 
cete region, south-east erf Mad- 
rid as well as interests in 
stores in south eastern Spain 
ami the Balearic fekwfa 

Mr Tony Butler, chief execu- 
tive of Ashley, said toe acqui- 
sition was a major step 
towards developing Dlgsa. its 
existing retailer, into a lead- 
ing Spanish supermarket. The 
-two companies are to be inte- 
grated at a -cost of about £5m. 
Ashley is at present the second 
largest supermarket chain in 
Spain, although it a negli- 
gible warbi share. 

Ashley was attracted to 
Spain beca u s e of its buoyant 
economy and fragmented mar- 
ket, he said. By making acqui- 
sitions and opening new stores 
it would obtain economies erf 
scale and greater buying 
power. 

Ashley had an advantage 
over many Spanish retailing 
chains because it- had access to 
stock marke t funding, whereas 
Spanish retailers, none of 
which are quoted on the Mad- 
rid Stock rrfh a ng p | pay inter- 
est rates as high as 18 per 
cent, he said. 

in addition, Ashley’s man- 
agement, which « *«"■■ ■ partly 
from Dee C o rpor a tion, (subse- 
quently known as Gateway 
be for e hgfag at y Hwj by the 
newly-formed Isoceles Droop) 
benefited from its experience 
of highly consolidated UK 
store groups, he said. 

Dismo incurred a pre-tax 
loss of Pta 218m in 1989, 
although it a trading 

profit of UAn. Net assets at 
the year **wd were ** 8m and 
borrowings were £15.8m, 
which will be refinanced by 
Ashley Group. 

Ashley is offering 81.6m 
shares on the basis of l-for-4 
ordinary shares and j-lor-16 
mad w s iicsf shar es. - - 


Dagenham Motors 

Dagenham Motors has 
acquired 50 per cent Of toe 
ordinary sh are s of Brownings 
Electric Company, electrical 
mri me chanical engineering 
specialist. Consideration is 
£450400, of which £100400 is 
to be satisfied by the issue of 
136486 ordinary. Dagenham is 
providing a £250,000 medium- 
term Joan for expansion and 
has the option to ac quir e the 
balance after 5 years. 


NEWS DIGEST 


total of 11. 5p. Earnings 
slumped from 534p to I24p. 

The directors said the whole 
motor trade was suffering from 
high Interest rates, and the 
reduction in new car sales was 
more marked in the south, 
where the company operated, 
than in the north. 

Turnover fen marginally to 
£ 13042m (£l3l.73m). Gross 
profit improved by £500400 but 
that was wiped out by a Elm 
increase in other operating 
charges, and interest costs rose 
to £L65m (£l-28m). Exceptional 
profit this time was £372,000 
(£905,000). 

Chemoxy tops £1.4m 
after S liter takeover 

Chemoxy International, the 
distiller and chemical manufao- 
turer'now controlled by Snter, 
lifted pre-tax profits from 
£l.06m to £L44m in the year to 
March 31. 

Suter, the industrial holding 
company, gained control- of 
Chemoxy at the end of March 
when tt spoke for 52.08 per 
cent On April 25 it spoke for 
97.76 per cent and intended to 
compulsorily acquire the 
remaining shares. The Suter 
offer was recommended by the 
Chemoxy board in the wake of 
an unwelcome bid from MTM. 


UK side slows down Erskine 
House to just 3% growth 


By Vanessa Houlder 

ERSKINE HOUSE Group, toe 
photocopier and facsimile 
machine distributor, yesterday 
announced a 3 per cent 
increase in pre-tax profits from 
£15.1m to £l54ftm fin: the year 
to March 3L 

Parriingg per share — which 
takes account of an 18 per cent 
increase in toe shares in issue 
- fell from 22_3p to 19.7p. 

Mr Brian McG&Hxvrsy, chair- 
man, mm the results were dis- 
appointing in tont they did not 
reach group targets. “This was 
due principally to poor perfor- 
mances in parts of the UK busi- 
ness. Overseas, the US and 
West German rrimpanips pro- 
duced excellent results.” 

. There was also a sharp 
increase in interest charges 
from £248m to £747m. 

The downturn in the UK 
operating profit from £8u9m to 
£5.7m gfenwnpfi f mm a combi- 
nation of problems at Quest 
International, which sold com- 
puters to the USSR, its UK pho- 
tocopier business and its type- 
writer, word processor and 
personal computer sales. 

Quest, which was bought 18 
months ago, incurred losses 
after comput er sales suffered 
from economic difficulties in 
the USSR and the effects of 
perestroika. Many unknown 


organisations, headed by 
unknown individuals, were 
pie cing orders and it was often 
difficult to judge whether they 
would be in a position to 
deliver the payment, said Mr 

McGillivray. .. , 

The company decided to 
withdraw from the business 
and its losses and disposal 
costs were responsible lor 
£4.51m of the extraordinary 
ifem The closure of its type- 
writer and word processor 
business, together with profit 
on the sale of Erskine Fire and 
the sale of its pest control busi- 
ness made a total extraordi- 
nary charge of £A53m (£1.68m 
credit). . .. . .. 

The problems m its photi> 
copier business were focused 
on Erskine Communications, 
which underwent a major reor- 
ganisation and changed its 
principal product from Komca 
to Ricoh. The move, in an 
attempt to raise margins, 
resulted in tough competition 
with Kanina. 

In the US, operating profits 
doubled to £l6.lm on turnover 
up 84 per cent to £132. 4m. West 
German operations produced 
operating profits of over Elm. 

A final dividend of 445p was 
proposed, making a total of 
645P <&25p) for the year. 


© COMMENT 

After the shares' headlon* 
plunge in April, when the com 
pany issued a profits wa&h£ 
yesterday's results left 
little moved. Profits were mm* 
as expected although sonu 
analysts highlighted the rote 
that Erskine had swept an 
losses from Quest into the 
extraordinary item, thus 
improving the bottom line, jw 
if Erskine has a credibility 
problem, it does not stem from 
its accounting policies, it k 
more the perception that it has 
brought many of Its current 
difficulties upon itself. The 
reorganisation of its UK bogi. 
ness and Its switch from Kon- 
ica to Ricoh photocopiers may 
pay dividends in the king term 
through improved efficiency 
and higher margins. However 
in the short term, it has lost 
morale and taken on tough 
competition from Konica at a 
difficult time for the office 
machine business. Three prob- 
lems are partially balanced by 
promising performances in 
Germany and the UK and the 
company is expected to clear 
£17m this year. Assuming it 
does, the shares, down 3p to 
120p. are on an understandably 
low p/e of 6.5. 


I CM recommends 
£14.2m Swiss offer 


By Clare Pearson 

INTERNATIONAL Colour 
MaTing pr n ent, manufacturer of 
computerised colour control 
systems, yesterday said it was 
recommending a £142m cash 
offer from Brauerei Rtehhnf , a 
diversified Swiss company 
with its roots in brewing. 

The I24p per share bid, 
which was foreshadowed in 
February when ICM revealed it 
was in takeover talks, trig- 
gered a 30p rise in the share 
price to 119p. 

There is a full loan note 
alternative to toe offer. 

Brauerei Rirlihnf, which also 
has interests in beer, soft 
drinks and laboratory equip- 
ment, owns two colour man- 
agement companies which are 
c om pet i tors of ICM in Europe 
and the US resp ec tiv ely. 

Mr Graham Anderson, I CM’S 
finance director, said: “We feel 


we need financial support 
which obviously the UK stock 
market is not giving us at the 
m om ent.” He said Eicbhof was 
the party referred to in Febru- 
ary although ICM had consid- 
ered approaches from others. 

ICM has warned that pre-tax 
profits for the current year 
would be lower than last time's 
£L84m. After a sharp rise in 
interest charges, the interim 
loss was £L71m (£668,000). 

Eichhof In 1989 achieved 
group sales of SFrl51.2m 
(£62.7m), against ICM’s £2L3m 
turnover, and since toe year- 
end has added Applied Colour 
Systems, toe US company, to 
Data Colour, its existing colour 
manag pmmt operation. 

ICM joined the main market 
shortly after the stock market 
crash of October 1987 at a price 
tag of 85p per share. 
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payment 

Date of 
payment 

Correa - 
ponding 
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Total 

for 

year 

Total 

last 

year 

Body Sbop hmhiii 

— fin 

1 

. 

0-5625" 

1.825 

1.688** 

Caffyns 

—fin 

6.5 

- 

6.5 

11.5 

11.5 

Eiecf components 

4.3 

Sept 4 

3.6 

6 

5.07 

EraUneHouae 

—fin 

4.3S 

- 

4.35 

6.65 

625 

rwchw King 

—fin 

4.7 

Oct 1 

6.3 

9 

10.6 

Johnson a Rrth _ 

— int 

1 

- 

0.8 

. 

2.6 


—fin 

3.59 

. 

3 

5.04 

4.2 

Rood InU 

— Tin 

9.4 

Aug 7 

8 

14 

12 

Thames Wirier — - On 

10-07? 

1-754 

Oct 1 

- 

10.07 

_ 

Ifnttsd Drug S 

— Int 

■ 

1.565 

- 

5 


Dividends shewn pence per share net except where otherwise stated. 
‘Equivalent alter allowing for scrip Issue. tOn capital increased by 
rights and/or acquisition issues. §USM stock. SUnquoted stock. ♦Third 
market f9-72p was forecast *For 17 months, ^trish currency. 


Turnover rose to £14.88m 
(£lL49m) and earnings totalled 
354p (274p) per share. 

Kembrey advances 
17% to £429,000 

Kembrey, the electrical preci- 
sion components and foundry 
products group which in 
December reversed into 
tJSM-quoted Coated Electrodes 
Internationa?, has reported a 17 
per cent increase in pre-tax 
profits to £429,000 for the year 
to March 31, against £367,000. 

Turnover amounted to 
£19 Rim (£19 .53m) and operat- 
ing profit consisted of £247,000 
(£196400) from Coated Elec- 
trodes and £775,000 (£647,000) 
from Kembrey Group. Net 
interest payable was £337400 
(£232,000). The comparisons 
have been adjusted. 

After an extraordinary debit 
of £316,000 (£120,000). earnings 
per share came out at 1.02p 
(0.36p) . The board hopes to 
restore dividends “in the not 
too distant future". 

Since the year-end Kembrey 
has agreed toe sale of propert y 
to British Gas, for completion 
on June 19. The disposal is 
expected to generate a capital 
gain of £2 m. and would leave 
the company with a cash sur- 
plus. 


KENT 

The Financial Times proposes to publish this survey on: 

7th September 1990 

For a full editorial synopsis and advertisement details, please contact either 
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MOTOR CAR 
ADVERTISING 
appears every 
Saturday in the. 
WEEKEND FT. 

REACH THE RIGHT 
READERS 
by advertising now 
Telephone James 
Burton 071-407 5632 


Sanderson 
Murray buys 
motor dealers 

In a significant diversification 
move Sanderson Murray 4 
Elder (Holdings), Bradford 
based wool buyer and top- 
maker, has conditionally 
agreed to acquire a number of 
motor dealerships from Avis 
Europe for £3.45m. 

The acquisition mainly com- 
prises a number or Borer 
Group dealerships based In 
Newcastle-under-Lyme, Lan- 
caster and Newcastle-upon- 
Tyne, being subsidiaries of 
C.D. Bra mall, which was 
acquired by Avis in Octobs 
1987. 

Profit before tax of the 
acquisitions for toe year ended 
February 28 1990 was £815,000 
, on a combined turnover of 
£32.4m. Total net assets were 
£5.7710. 

The deal is to be by 

a £lm term loan and the bal- 
ance from group reserves. 

Sanderson has reserved {fee 
right to satisfy £830,001 of m 
consideration by the issue d 
188,572 new ordinary sharwfo 
the vendor, which tt is in- 
posed will be placed for cadi 
at 175p per share with Hr 
Tony Bramali, chairman of 
BramalL 


BUSINESS 

SOFTWARE 

A selection of software pactays 
to suit your business needs 
appeals every Sa Outlay in 
the WEEKEND FT. 

Older your copy today. 




Nationwide 
Anglia Hff 


S150.000.000 
Floating rate notes 
due June 1995 


Notice is hereby gioen that 
the notes will bear interest 
at 15.225 % peranmmhom 
6 June 1990 to 6 September 
1990. Interest payable on 
6 September 1990 ariB amount 
to 5333. 75 per 510,000 note to 
S3.837.53 perSJOHOOO note 

Agent: Morgan Guaranty 
Trust Company 


JP Morgan 
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VCfeekly net asset 
value 


Tokyo Pacific HoMins 5 
(Seaboard) N.V 
as at 31-5 was USS 18153 
Listed on the Amsterdam 
Stock Exchange 
lnlnmunon: 

Purnon, HdJruiK&. Fk»w NV 
Rokm 55, 1012 KK Armrenkm. 
Til. + JI-20-52M8tL 
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Reed. International’s focus on publishing 



The figures you see above demonstrate that 
our strategy of concentrating on the cash generative 
publishing and information businesses has been 



Reed International is now one of the world’s 
leading publishing and information companies. 

Our turnover is £158 billion (US $2,54 billion) 
and we have 18,500 employees worldwide. 

We are well established in the UKL, US and 
Australia and are expanding in continental Europe 
and Asia. 

Over the next week in this newspaper we will 
be run ning a series of advertisements that highlight 


ii 5 . ./Z-. 


some of our activities. 


informative 


will share our belief that Ree 
-placed for continued growth, 
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FOR WH.CH the 


4 OP REED INTERNATIONAL P.LC. ARE SOLELY RESPONSIBLE, HAVE BEEN APPROVED FOR THE PURPOSES OF SECTION 57 OF THE FINANCIAL SERVICES ACT 1986 BY PRICE WATERHOUSE AS AUTHORISED PERSONS. 

no WHICH THE DIRECTORS OF 
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UK COMPANY NEWS 


* > 

Three of the year’s acquisitions help boost profits to record £302m 

Reed pleases City with 11% rise 

By Raymond S noddy 


REED INTERNATIONAL, the 
publishing and information 
group, yesterday announced 
record pre-tax profits of £3Q2m 
tor the year to March 31. This 
was an increase of 1L4 per cent 
and at the high end of City 
expectations. 

“Our results demonstrate 
notable success from our strat- 
egy of concentrating on the 
cash-generative publishing and 
information business,” said Mr 
Peter Davis, chairman and 
chief executive. 

Mr Davis had warned that 
the 1989-90 financial year 
would be the second year of 
consolidation following Seed's 
drastic transformation from a 
conglomerate - encompassing 
everything from newspapers 
and magazines to packaging 
and paper production - into a 
pure publisher. 

“In fact we've done better 
than that. I think these are 
strong results.” he said. 

Operating profits from con- 
tinuing activities were up 49 
per cent to £276.9m and operat- 
ing cashflow rose 77 per cent to 
£232m. There was an increase 


in earnings per share of 11 per 
cent to 38-2p (3*L5p). The board 
has recommended a final divi- 
dend of 9.4p (8p) bringing the 
total for the year to 14p - up 
17 per cent. Reed shares foil 
l5p to 435p on the day. 

The acquisitions during the 
financial year, worth nearly 
£lbn, contributed £62m in oper- 
ating profits. Indeed part of the 
group's strong performance is 
explained by better-than -expec- 
ted results at three of them - 
the Travel Information Group 
and Martindale-Hubbefi in the 
US and TV Times in the UK 

“Our commitment now is to 
the steady earnings growth 
pattern we promised,” Mr 
Davis said. 

However further acquisitions 
are likely this year and the 
company has between £5Q0m 
and £750m available without 
taking on what It would regard 
as unacceptable levels of debt 

“I would be surprised if we 
don’t make two or three small 
to medium-sized acquisitions 
in Europe in the course of this 
financial year,™ Mr Davis said 
The areas involved are likely 



Peter Davis: c o mmitm e nt now 

to steady «nwihtgg growth 

to be consumer magazines, 
directories, legal publishing 
and, possibly, regional newspa- 
pers. 

Reed is also trying to attract 


more US shareholders - its US 
businesses account for 40 per 
cent of the £1.58bn <£1.55bn) 
group turnover - through a 
new American Depository 
Receipt programme sponsored 
by Citibank- Trading will start 
later this month. 

However the company has 
lost one high profile US share- 
holder during the year - Mr 
Rupert Murdoch, chief execu- 
tive of News Corporation. Mr 
Murdoch, who In November 
held 3.8 per cent of Reed, has, 
in batches, sold bis complete 
holding. 

Mr Eric de Belaigne, publish- 
ing analyst at stockbrokers 
Panmure Gordon, rated Reed’s 
performance as "pretty good" 
but said the company might 
have to wait another year 
before moving to rapid growth 
because of the comparatively 
hostile economic environment 

“It looks like quite a chal- 
lenge to get to £302m this 
year,” he said Mr Bektigue. 
The year after, he believes 
"could be quite an end ting 
tijTw* for them”. 

See Lex 


TYS sells Ardmore stake 


By Raymond Snoddy 

TVS ENTERTAINMENT has 
sold its majority stake in Ard- 
more Studios in the Irish 
Republic to Windmill Lane Pic- 
tures in a deal worth around 
£lm. 

TVS, the south of England 
ITV company, acquired the 
63.33 per cent stake in the loss- 
making studio as part of its 


$S20m purchase of MTM, the 
US independent producer. 

Windmill Lane has bought 
the studios because it has the 
franchise to launch a third 
television channel in Ireland, 
TV3, and Mr James Morris, 
chief executive of Windmill 
Lane Pictures, said the Ard- 
more Studios would provide 
much needed capacity for TV3. 


Hoskins makes £104,000 


Hoskins Brewery made a 
pre-tax profit of £104,000 in the 
year ended March 31 1990 on 
turnover of £2.15m. 

That compared with E448JJ00 
previously, which included a 
£420,000 property profit, on 
sales of £ 2 . 16 m. 

Earnings were 1.78p (7.48p). 

The company now had an 
estate of 11 public houses, all 
of which would be trading for a 
full 12 months in the current 


year. 

That had started encourag- 
ingly, the directors said, 
and volume gainw and better 
retail profits were expec- 
ted. 

Following the Monopolies 
and Mergers Commission 
report into the brewing 
industry, the directors telt 
good opportunities would 
arise to acquire further 
outlets. 


Johnson & 
Firth Brown 
rises 21% 
to £60.2m 

JOHNSON & Firth Brown, the 
Sheffield-based metals and 
engineering group, lifted pre- 
tax profits by 21 per cent from 
£4.7m to £5.7m in the six 
wMirifh* to end-March. 

TMs result was achiev ed on 
turnover up 15 per cent from 
£52. 17m to £60.16m and was 
helped by receivable interest 
of £264,000. compared with a 
charge of £312,000 last time. 

The company has been 
involved in litigation with Its 
former auditors. The matter 
was settled out of court In May 
and, after costs have been fina- 
lised and paid, the second half 
remits would benefit by some 
£2m, the d i rect o r s said. 

The group’s product speo- 
alisation and international 
spread of markets have 
enabled it to avoid die wont 
effects of the UK economic 
slow d own, they said, and they 
were confident of a satisfac- 
tory second halt 

After an increased tax 
charge of £L24m (£992,000) 
earnings per lOp share came 
out at 3p (2.5p) and the 
Interim dividend is being 
raised to Ip (OJBp)- 


United Drag 

United Drug, Irish-based 
distri buto r of pharmaceutical 
and consumer products lifted 
turnover from I£24.88m to 
I£2&53m (£2&39m) In the six 
nwntiw ended March 31 1990, 
while the pre-tax profit me 
from XE95S.000 to IELlSm, or 
£1.08m. The interim dividend 
is L75p (US85p). 


EARNINGS AND DIVIDEND 

... »». i 

BETTER THAN FORECAST 

■ v 


Preliminary Results for the year ended 31st March 1990 
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Pro forma earnings per share 43. 6p 
Dividend per share 10.07p 
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Extract from the Preliminary Announcement 

‘The Board of Thames Water Pic has announced preliminary results for the 
year ended 31 March 1990. The period being reported on includes Thames 1 first 
seven months trading as a public limited company. For only the last four of these, 
the company enjoyed independent status with its own Stock Exchange listing. 

As a result of the changes that have taken place, the results for the year eocted 
31 March 1990 are not directly comparable with those of the previous year, 
primarily because of changes in capital structure and the exclusion of National 
Rivers Authority activities from Thames* results In the year under review. However, 
the prospectus published at the time of privatisation contained a profit forecast 
for the year. Thames forecast a profit before tax and extraordinary items of £1 70 
million (£178m on a pro forma basis), and a dividend per share of 9.72p. The ■ 
profit before tax of £179 million (pro forma £187m) for the year to 31 March 1990 
means that Thames has exceeded its forecast by a little mom. than. 5%. The 
Board of Thames are recommending a dividend. of 10.07p ’reflecting the 
company's progressive dividend policy." 


- *' Vv 






Roy Watts 
Chairman 





Thames Water P/c, 14 Cavendish Place, London WlM 9DJ 


Electrocomponents rises 11% 
to £58m on the back of RS 


By Jane Fuller 

ELECTROCOMPONENTS, the 
distributor of electronic and 
electrical components, pushed 
up pre-tax profit by 11 per cent 
to £5&6m (£52.7m) In the year 
to March 31, in spite of difficul- 
ties in the UK retail market. 

Sales advanced more slowly 
to 2394.4m (£3805m) in a year 
which saw the sale of the fran- 
chised components business 
and part of the lighting activi- 
ties. 

About 60 per cent of turn- 
over and 97 per cent of operat- 
ing profit in the continuing 
businesses came from RS 
Group, which its parent says is 
the UK’s leading distributor to 
Industrial companies. 

Mr Robert Tomklnson, 
finanen director, said tiie group 
planned to take RS into West 
Germany next spring. This 
would help to build up non-UK 
sales, currently at about 30 per 
cent of toe total. 

Misco, the other core cata- 
logue-based business selling to 
the commercial market, did 
well in established European 
territories - West Germany 
and Italy, for example. In Spain 
start-up costs led to a small 
loss. The business was expand- 
ing into Canada and Sweden 
through acquisitions. 

The Misco operation dipped 
into the red in toe US because 
of severe competition. Mr 


gtec ty ocoi n ponenla 

Share price (pence) 

220 , 



1988 


1989 1990 


Tomklnson said this was befog 
tackled by bringing it under 
the control of the European 
management. . , 

Competition in the US had 
also led to a difficult year for 
I Mfrqa , which distributes com- 
puter peripherals and comput- 
ers to the security industry. 

Because of the downturn m 
UK retailing, particularly at 
DIY stores, the Electrolightfog 
subsidiary had. suffered a loss. 
Although management 
changes bad been made, the 
outlook remained dim untu 
interest rate pressure came off 
customers, Mr Tomkinson said. 

After capital expenditure of 


£12.5m, the group’s net cash 
amounted to £l7m. it was 
expanding RS's warehouse end 
offices at a total cost of £21®. 
as well as installing a new 
computer. 

An exceptional profit of £ 2 ® 
was made on property safes. 

Earnings rose to 18 4n 
(I6.6p). The final dividend of 
4L3p makes a total of to (5-07px 

The share price gained 9p to 
close at 215p- 

0 COMMENT 

Electrocomponents is in the 
process of returning to its cata- 
logue distribution core, RS and 
Misco. after painful attempts at 
diversification. It will have 
come full circle if it can also 
sell the retail division and pos- 
sibly Mesa. So, with toe group 
refocused on its healthy com 
the best prospects for growth 
lie in driving the RS business 
into new geographic areas. The 
test for management will be 
bow well it reinvests toe cash 
stream to achieve this end. 
pre-tax profit this year is fore- 
cast to approach £64m, which 
gives a prospective p/e of 108. 
The RS business alone U 
thought to justify the share 
price and some would argue 
for a rerating. Others are not 
moved by the thought, that the 
group’s parts are worth, mute 
than its whole. 


Willis Faber denies it may cut 
links with UNISON network 


By Patrick Cockbum 

THE UK insurance broker 
Willis Faber is expected to 
withdraw from the important 
international broking network 
UNISON foUowixig its decision 
to merge with US broker 
Corroon & Black, according to 
Johnson & fflggtea of New 
York with which Willis was 
formerly closely linked. 

In London, however, thfw 
was contradicted by Willis 
Faber, which said yesterday 
that a change in its 
relationship with Johnson & 
Higgins did not mean it would 
drop its links with other 
members of UNISON. 

According to Johnson & 
Ffigghm- “The arrangement in 
UNISON is that each firm 
agrees not to compete on the 
ground in each other's home 
cou nt ry . ....... 

If Willis owns Corroon. & 


Black It will be in direct 
competition." 

Responding to this, Mr 
Robins said that UNISON 
members had already 
established retail broking 
operations in each other's 
markets. 

Johnson & Higgins said that 
a fifth of its total revenues in 
1989 came through UNISON. 
The US company said it now 
expected UNISON to look for 
another partner in London to 
replace Wills. 

Earlier in the week Willis 
had said it would be looking 
for new links in Europe to gain 
more on the ground business. 
This could again put it in 
conflict with present members 
of UNISON. 

In practice, however, Willis 
emphasised yesterday, there 
would be ho abrupt severing erf 


links with either Johnson & 
Higgins or UNISON and most 
clients would be serviced as 
they had in been in . tba 
past. 

Mr Peter Stevens, head of 
corporate affairs at Willis, said 
yesterday; “We have, in effect, 
taken UNISON’S name off ear 
visiting cards.” However, he 
added that relations with 
members of UNISON other 
than Johnson & Hl ffghiH would 
remain much as before. 

In spite of the break with 
Willis, Johnson & Higgbu 
values UNISON for providing, a 
European network which it 
needs to service clients. It may 
therefore seek to reconstruct 
the organisation with a new 
UK partner and a greater reife 
for European brokers Jauch & 
Hubener in West Germany .and 
Gras Savoye in France. 


Levercrest makes £5.5m USM placing 

By Vanama HouMar ' 


LEVERCREST, a maker of 
playground equipment and 
safety surfaces, is joining the 
unlisted securities market in a 
£5 ,47m placing. 

Guidebook Securities is pla- 
cing L7m shares at 108p per 
share, which represents 33.5 
per cent of the company’s 
enlarged capitaL 

The company was set up in 


1992 by Leslie and Ann Cluer 
to manufacture playground 
equipment and street furniture 
such as benches and litter hiwa. 
It has since expanded intn rub- 
ber safety surfacing for use in 
ounds, which 1 b now the 
: growing part of its busi- 
ness. 

Its main customers are local 
authorities, about 40 per cent 


at which have 8nntalfed Lever- 
crest’s products. Orders are 
also received from restaaian- 
teurs, employers and motor- 
way service stations. 

In the year to March 1990 ft 
made a pre-tax profits of 
£702,000 on turnover of £531®. 
It had net tangible assets at 
that date of £242400. 


nmiHmiHiiniinmmmmmmmmmmmmmm 

This announcement appears as a matter of record only. 


BBV 


Bilbao Vizcaya International T imiteri 


U.S.$180,000,000 

Subordinated Undated 
Floating Rate Notes 


secured by a subordinated deposit with 
Banco Bilbao Vizcaya, S.A. 


Arranged by 

S-G. Warburg Securities 
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A review of the code goyerning 
management buy-outs 


By Paul Walker 

IS THE manage nient buy-out 
an abuse of the executive direc- 
tors’ access to privileged infor- 
mation about their company, 
or is it a welcome alternative 
to an outside bid? Amend- 
ments on management buy- 
outs recently made to the City 
Code on Takeovers and Merg- 
ers were designed to offer 
greater protection to share- 
holders. It is arguable, how- 
ever. that they may not be in 
shareholders’ best interests. 

In June ISS9, the Investment 
Committee of the National 
Association of Pension Funds 
(NAPF) produced a discussion 
paper dealing with the signifi- 
cant conflict of interests possi- 
ble in all buy-outs of quoted 
companies. The paper was pub- 
lished shortly after the man- 
agement buy-out of Magnet 
pic, one of a recent series of 
successful and large manage- 
ment buy-outs in the retail sec- 
tor, including MFI and 
Lowndes Queensway. 

The NAPF Committee s con- 
cerns covered three general 
areas: (a) the lack of equality 
between information made 
available to shareholders and 
that available to the manage- 
ment's financial backer s; (o ) 
the need for a three-year prefit 
forecast and return on capital 
forecast in order to assess the 
value of the target company; 
and (c) the need for the 
buy-out to contain a mec na- 
nism which relates the pnee 
paid by the management to the 
company's performance in 

respect of those forecasts. 

The Committee also focused 
on the need for independent 
advice to shareholders on the 
terms of the managements 
offer, and suggested the cre- 
ation of an “Adviser to Share- 
holders." „„„ 

The discussion paper 
prompted talks between the 
Institutional Shareholders 
Committee - representing 
insurance and pension ftind^ 

merchant banks, investment 
and unit trusts - and the 
Takeover PancL In Deomwr 
1989 the ISC produced its own 
paper and the Panel published 
Singes to the Code which, ft 
stated, could usefully be made 
to increase the protection for 
shareholders in management 

the first occasion that 
all the major instltuOxmal 
investing groups have co-ope 
a ted through the Knlig 
ine with the Panel. That the 

distance of the NAPF propos- 


als - the need far independent 
advice and equality of informa- 
tion - has survived the discus- 
sion process confirms the bene- 
fits of joint consideration. 

On the need for Independent 
advice, the Panel has not taken 
up the suggestion of an • 
Adviser to Shareholders, but 
has pwiwmipd Note 1 to Rule SJ. 
to stress the importance of the 
appointment of an independent 
adviser to the offeree board. 

It would report first to the 
board, which would in turn be 
responsible for reporting to the 
shareholders. 

The ISC guidance also sug- 
gests that it would be inappro- 
priate for a buy-out tea m t o 
employ the company’s existing 
advisers unless the Indepen- 
dent directors felt that share- 
holders would be best served 
by this arrangement, or, 
indeed, recommend a change of 
advisers. . . 

ft is difficult to imagine a 
situation in which independent 
non-executive directors would 
wish to dispense with the ser- 
vices of the offeree’s existing 
financial advisers who, intbe 
absence of the executive dnr«:- 
tors, may be the only- people- 
with a real understanding or 
the value of their company. 

This highlights the subject of 
equality of informatioiL The 
new note 8 on Rules 19.1 to 19,4 
provides that any information 
generated by the otoee com- 
pany that is passed on to tne 
management buy-out s pro- 
spective source of finance 

(whether equity or debt) 

should be available to any 
other potential bidder. .. 

This will enable the 
to reassess the vaJiieof thetaf 
get in the ligbtof the compa- 

industry competitor, it may be 
denSd information wtodjwin 

S be of ose if the bid is 

“SSay. neW . Rn J® 1 w® 

mwSi a right to rajirip,^ 

tiojj is made between intoma; 

to generated by tte mmag 
Twant tf*" 1 as company officers 
and that produced for the po£ 
noses of §»e buy-out, but only 
the^onner has t ° be ®i de 
available to potential bidders- 

The new Rule wfll serve to 


protect the independent direc- 
tors of an offeree board by giv- 
ing them the full picture of the 
potential of the company. None 
of ftwwfi flTWoi MfmflntB is good 
r news I ftrr.^ iq.management 
buy-out tea&u ? 

- .There is an argument for 
saying that if the disclosure of 
the team’s turnaround projec- 
tion results in a higher valua- 
tion an the company, and the 
fawm is Raced to increase its 
offer, the team would, in effect, 
be purchasing its own 
increased profitability. The 
company should be valued on 
existing prelections, excluding 
the added value that a success- 
ful buy-out might bring.. The 
team may be pnahle.or unwill- 
ing to pay tiie increased offer 
price. 

But. thjg Also bexs tiie Ques- 
tion whether the value of the 
management’s projections 
belong to the company or to 
the management. It could be 
- argued that the management 
are in breach of their fiduciary 
duties to act bona fide in the 
interests of the company if 
they do not deliver tins added 
value to the existing sha re h d l d - 
~ers but allow conflicts of ixftav 
est and duty to arise. 

Further consideration should 
be given by the Takeover Panel 
to the nature of the Informa- 
tion which is required to be 
given to competing offerors 
who are also industry competi- 
tors. Information relating to 
company management 
accounts and projections, 
passed to a financial backer by 
the management team, is not 
information which a competing: 
offeror should be entitled to 
examine. In future, the buy-out 
team will have to review all 
information passed to its finan- 
cial backers if it wishes to 
avoid disdosnre of future pol- 
icy to competitors. 

The role of directors in a bid 
js also affected by the new 
amendments. A new note 4 on 
Rule 251 provides that if an 
offer is a management buy-out 
or similar transaction, a direc- 
tor will have a conflict of inter- 
est if it is intended that he 
would have any continuing 
role in the offeror or offeree 
should the bid succeed. 

If so, the director may not 
remain on the board to advise 
the company on the offer. 
Thus, the independent direc- 
tors sh ould not envisage that 
they would or could have any 
con tinuing rote with the com- 
pany if the bid succee de d. 


The amendments to the code 
do not address the issues of the 
deshahOity off three-year profit 
forecasts proposed by the 
NAPF committee and the 
me c h a ni sms for supplement ary 
payments based on such fore- 
casts. Three-year forecasts cre- 
ate unrealistically harsh bur* 
dens for directors. 

. If institutiona l inv estors sug- 
gest supplementary payments 
based on the company’s perfor- 
mance, they should be pre- 
pared to pay back the proceeds 
of sale if the company per- 
forms below the projected 
value at. which it is sold. The 
ESC wisely observed that post 
acquisition performance pay- 
ments shoul d be a matter for 
individual offerors. 

Two points emerge from this 
discussion of the amendments 
to the Code. Firstly, It can be 
fairly argued that the new 
rules only reflect best practice 
and the general law as to direc- 
tors' fiduciary duties. 

Arguably in the past man- 
agement buy-out teams have 
paid too little attention to the 
inherent conflict that arises.in 

mairagepwijt malting a bid to 

‘ the company. 

There must, however, be a 
Tfufc that management buy-out 
teams will he deterred from 
making a bid If they fed that 
their ideas will be disclosed to 
competing bidders. It would 
not benefit shareholders to lose 
a potential bidder ~ unless 
thay could persuade the man- 
agement team to perform as 
well for the existing owners. 
■Tim second paint is that tt Is 
an open question as to why 
aggrieved institutional share- 
holders have not made better 
use of the protection that is 
available to them in the con- 
text of the general law. as to 
directors’ fiduciary duties. 

Unlike institutional inves- 
tors, management buy-out 
teams do not have a common 

representative voice, nor a col- 
laborative structure for discus- 
sion with the Takeover Panel. 

While the amendments 
which have been made to the 
Code are designed to afford 
shareholders greater protec- 
tion, they have in some 
instances made the task of the 
management buy-out team 
increasingly difficult to the 
patent that there may in cer- 
tain cases be one less suitor for 
the company. 

The author is a partner cf Gty 
so&atars Lawrence Graham. 
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COMMODITIES AND AGRICULTURE 


Oil prices stay depressed 
as US stock levels rise 


Bulgaria’s politicians woo the land workers 

Judy Dempsey on agriculture’s importance in a country’s first free poll for 60 years 


By Steven Butler 

WORLD OIL prices remained 
close to 18-month lows yester- 
day following a large increase 
in US crude oil and refined 
products held in primary stor- 
age reported late on Tuesday. 

Although Brent crude prices 
owned significantly lower on 
the International Petroleum 
Exchange in London, much of 
the early loss was recovered 
when the New York Mercantile 
Exchange opened higher. 

However, traders said that 
the bounce in prices reflected 
technical factors which 
suggested that they could 
move lower again. 


The July forward contract 
for Brent crude oil closed up 5 
cents in European trading at 
$15.87%. Dated cargoes (for 
deliver In less than 15 days) 
were trading close to $14.50. 

At the Nymez, the July 
futures contract for West 
Texas Intermediate Crude was 
trading up IS cents at $16.86 in 
midday trading. 

The rise in US stock levels 
provided further evidence that 
there had been no significant 
slowdown in oil production the 
the Organisation of Petroleum 
Exporting Countries fallowing 
a meeting early last month 


where pledges were made for a 
1.45m barrel a day cut 

Crude oil stocks rose by 
2.53m barrels last week, 
according to the weekly report 
of the American Petroleum 
Institute, touching an eight- 
year high at 384m barrels. This 
compares with 345m barrels a 
year ago. 

Distillate stocks were up by 
4.05m barrels to 104m barrels, 
while gasoline stocks rose by 
2.32m baiTels to 217m barrels. 

Refinery utilisation, mean- 
while, fell slightly to 88.2 per 
cent of capacity, reflecting 
deteriorating refining margins. 


;ar market 6 to remain tight’ 


By Richard Mooney 

THE WORLD sugar market is 
likely to remain tight in spite 
of recent adjustments to 
assessments of the 1989-90 
supply/demand balance, 
according to C. Csarnikow, the 
London trade bouse. 

Recent sugar brokers' 
reports, including one issued 
by Cramlkow itself, have indi- 
cated smaller supply deficits 
than had been forecast previ- 
ously. F.O.UchL the respected 
West German sugar statistics 
agency, actually switched to 
forecasting a surplus in its 
report issued last week. 

Czarnikow says in its 
monthly Sugar Review, pub- 
lished today: “Some of the 
adjustments which have 
recently been made to assess- 
ments of the 1989-90 balance 
may have diminished the mar- 
ket's immediate concerns 
about supply prospects, but it 
remains to be seen whether 
world prices have yet reached 
a [high enough] level to induce 
a basic change in the [deficit] 
relationship which has now 
existed for some five seasons 
between production and con- 
sumption. 1 * 

It notes that even recent 


high world prices have not so 
far appeared, to provide suffi- 
cient incentive for sugar indus- 
tries to invest in expansion. 

“No doubt the higher cost of 
finance is an additional factor 
deterring large new commit- 
ments,” it says, "but for the 
most part the length and sever- 
ity of the low price cycle dur- 
ing the mid-1980s proved to be 
a traumatic experience for 
many producers. 

"As a result many are no 
doubt reluctant to take any 
action which might bring 
about even a partial return of 
those depressed conditions." 

The report also points out 
that consumption is continuing 
to move ahead each year and 
that high prices “do not yet 
appear to have placed much 
restraint on offtake. 

“Given this combination of 
caution by producers and con- 
tinuing demand growth, the 
anticipated level of world carry 
over stocks still leaves a rela- 
tively narrow margin with 
which to meet any major crop 
problems, should they occur in 
the coming season.". 

In its Sugar Situation 
review, published earlier this 


week, E.D.&F.Man, another 
London trade house, said that 
although a change in assess- 
ments of the supply /demand 
outlook and expectations of 
addition supplies in the coming 
season (1990-91) had further 
depressed sentiment, "a 
longer-term downward trend is 
unlikely to be established until 
supplies are more readily and 
consistently available.” 

The review said preliminary 
indications for the 1990-91 sea- 
son showed a small surplus. 
"These are based on a 700,000- 
tonne increase in the EC pro- 
duction, improvements in a 
host of east European coun- 
tries and better outturns in 
South America and the Far 
East," It explained. 

On the 1989-90 season Man 
said the final figures for some 
key countries were still subject 
to revision. Its estimate last 
mouth that Indian production 
would total 10.2m tonnes had 
already been overtaken by 
mid-May, after an unexpected 
surge In production. It 
suggested that by the end of 
the season the Indian total 
might have reached as much 
as 10.9m tonnes. 


B ULGARIA'S long- 
neglected agricultural 
sector has little chance 
of improvement unless the 
country's new Government 
expands private ownership of 
land, increases investments In 
irrigation, machinery and 
training and upgrades the 
social status of the farming 
community. 

This is the consensus amnn g 
many of the political parties 
standing in Sunday’s first free 
elections for nearly 60 years. 
So far, however, no party is 
prepared to commit itself to 
lifting any restrictions on land 
ownership or Is willing to say 
how the sector should be 
funded. 

instead, the ruling Bulgarian 
Socialist (communist) Party, 
the Union of Democratic 
Forces, a loose coalition of 16 
political groupings, and the 
Bulgarian Agrarian Union, 
once an arm of the communist 
party, have concentrated their 
election campaign on simply 
winning the votes of the coun- 
try’s 2m land workers. 

AH parties promise the right 
for peasants to own and farm 
their land. But the promises 
are as vague as they are rhe- 
torical. 

The BSP says land can 
belong to anyone "who wishes 
to cultivate and use it effi- 
ciently." it insists that the 
"untapped potentialities of co- 
operative farming must be pre- 
served and developed,” but 
that membership (of the co- 
operatives} must be voluntary. 

However, the BSP fudges on 
the idea of the scale of private 
ownership. 

“Everyone who wants to do 
farming must have the oppor- 
tunity to obtain land with or 
without paying for the land 
tenure and enjoy the right to 
inherit it ... we want a new 
Land Act which, will restore 
the ownership of land to the 
tillers." 

In contrast, the UDF’s par- 
tial solution to the land ques- 
tion poses the same problems 
which the Smallholders, the 
agrarian party in Hungary, is 



Basic food items are in short supply in the big cities 


encountering. 

The UDF wants to return to 
its original owners the land 
which was confiscated by the 
communists. If records cannot 
be traced, those who wish to 
farm the land will be allowed 
to own it, but only after about 
a period of between three and 
five years when they have 
“shown their commitment to 
the land,” says Mr Ognan 
Pishev, an economic adviser to 
the UDF. 

More significantly, all par- 
ties are against what they call 
“land speculators,” a slogan 
unshamedly used during last 
month's election campaign in 
Romania and which is used 
just as effectively in Bulgaria. 

“We do not want a return to 
large land owners or capital- 
ists.” says Mr Ivan Glushkov, 
the spokesman for the Bulgar- 
ian Agrarian Union, whose 
catchphrase is echoed right 
across the political spectrum. 

Under the present system, 
peasants, once the backbone of 
the Bulgarian economy during 
the interwar period, are organ- 
ised in cooperative forms. 

These forms were set up in 
the late 1940s and early 1950s. 


Then, tha rmrummisfa , infa n t 

on destroying the Indepen- 
dence of the peasantry and 
obsessed with embarking on a 
prog ramme of rapid industrial- 
isation aimed at bringing Bul- 
garia out of backwardness 
regardless erf the country's tra- 
ditions, collectivised, (but did 
not nationalise) the land. 

As a token gesture, peasants, 
who were forced into the co- 
operative forms, were allowed 
to form their own individual 
plots, which xardy exceeded a 
tenth of a hectare. Yet it was 
these plots, starved of machin- 
ery, credits and investments 
and any political support, pro- 
duced in the early 1980s 33 per 
cent of the country's meat. 14 
per cent of its milk and 27 per 
cent of its eggs. 

Today, little of that produce, 
or for that matter produce 
from the cooperative forms, is 
reaching fha large cities. Freir 
items such as milk, sugar, but- 
ter and meat are in short sup- 
ply in onpTtnl 

It is not because the peas- 
ants or the poorly-managed co- 
operative forms are holding 
back the produce. It is because 
the land is producing less. 


There are several reasons for 
this de cline in productivity; 

• Several consecutive yearsof 

drought in the 1980s led the 
authorities into shifting away 
from a crop rotation system to 
cereal production. But any pre- 
cions rainfall was quickly 
absorbed by the crops, not by 
the land. . , 

• Less than 7 per cent of the 
budget was earmarked for agri- 
culture, a sector which contrib- 
utes more than 27 per cent of 
gross national product. . 

As a result, the industry is 
saddled with obsolescent 
machinery, an ageing popula- 
tion with few incentives to pro- 
duce more and an outdated pri- 
cing system in which the state 
heavily subsidised food prices 
for the consumer but kept pro- 
duction prices down. 

As a means of coping with 
the shortages and winning 
over the peasants, the Govern- 
ment recently abolished state 
orders, paid off the sectors 
debts, introduced higher 
prices, guaranteed a minimum 
prices for produce and lowered 
interest rates for the co- 
operatives. 

Bulgarian economists admit, 
however, that this goes only a 
tittle way towards tackling the 
structural problems erf agricul- 
ture. 

A ll the political parties 
admit that any future 
government should 
subsidise the industry heavily. 
However the ruling BSP, like 
the UDF, remains reluctant to 
free prices completely as a 
means of channeling resources 
intn the production end erf the 
industry and opening up the 
sector to market forces. 

To compound the problems, 
the industrial back-up for agri- 
culture, such as the food pro- 
cessing industry, is also in 
need of a modernisation and 
investment programme. The 
short-term prospects are bleak. 

Bulgarian industries are fee- 
ing acute shortages of spare 
parts from western companies 
because western bankers 
recently suspended most of its 


Low gold prices leave nearly half South Africa’s mines operating at a loss 



By Kenneth Gooding, Mining Correspondent 


SIXTEEN OF South Africa's gold 
mines, between them responsible for 
nearly a quarter of the country's 
output of the precious metal, are 
incurring losses or are only margin- 
ally profitable at today's low gold 

E rices, according to Mr Robin Plum- 
ridge. chairman and chief executive 
of Gold Fields of South Africa. 

These mines would have to cut 
costs, he said, and this inevitably 
would reduce South Africa's gold 
production this year to below 600 
tonnes. Last year its output fell from 
621 tonnes to 608.3 tonnes. 

The 16 mines were of considerable 
economic importance to South 
Africa as significant generators of 
foreign exchange, he said. They 
employed directly about 160,000 


workers and their operations 
affected the welfare of more than lm 
people. 

Mr Plum bridge said the mines 
“have neither the time nor the 
money to introduce major new min- 
ing technology to cut costs and 
therefore they have to adjust within 
the constraints of their existing 
infrastructure." 

He pointed out that, because of the 
depths at which South African gold 
mines operate - companies often 
drill 2% miles deep to dig the gold 
from narrow seams - it was 
unlikely that any mines would be 
put on a care-and-maintenance basis. 
“Closure would be terminal” he 
said. 

I n s tead of closures, Mr Plumbridge 


said, there would be a sharp increase 
in tiie number of companies that 
would discontinue mining in uneco- 
nomic areas. This would lead to 
reduced milling from underground 
resources and higher . recovery,, 
grades. 

He predicted that the 1 “taughter 
approach” demanded by the current 
low gold price would Inevitably spill 
over to the profitable South African 
mines — and the 12 Umrirng mines 
were already highly -competitive in 
world terms. “Closure of shafts 
where mining is uneconomic seems 
unavoidable." 

All this would lead to redundan- 
cies in the industry. The outlook for 
semi-skilled and unskilled people 
was “bleak” but skilled, professional 


and managerial people would easily 
find employment because there was 
an acute shortage of skills in South 
African mines. 

“In the longer term the industry is 
bqund. to be strengthened by the 
Imperative" to relocate its resources 
to economically profitable activity. 
In economic terms this must be of 
benefit to the c ountry as a whole,” 
be added. 

Mr Flumhridge's comments came 
when South Africa’s gold and coal 
mining companies are in dispute 
with the National Union of Mine- 
workers over wage negotiations for 
hlack mineworkers. 

However, analysts suggest that he 
was not overdoing the gloom and 
doom as part of the wider negotia- 


ting process. Mr Tim Read, mining 
director at Smith New Court in 
London, said that at the current 
gold price 15 per cent of South 
Africa’s production, or 84 tonnes, 
was foiling to cover its cash operat- 
ing costs. 

If capital costs were taken into the 
calculation, this uneconomic propor- 
tion increased to over 40 per cent or 
224 tonnes. “Freegold, the world’s 
largest gold mine, is unprofitable on 
thin basis.” 

South African analysts predict 
that the country’s gold output will 
fall this year by between 20 and 25 
tonnes. 

The South African Chamber of 
Mines, tiie members of which pro- 
duce about 95 per cent of the coun- 


try’s gold, calculated that at an aver- 
age price for the year of R33.400 a 
kilogram ($391.16 a troy ounce at 
current exchange rotes) 15 of its 31 
member mm«*» would be operating 
at a loss by next month. This was 
before, taking into account capital 
expenditure, after which three more 
would join the list. 

The South African Government 
has set up a committee to study the 
problems of marginal minas hut in 
the currently charged political cli- 
mate analysts believe it would be 
loath to see thousands of workers, 
many of them black, laid off. 

Analysts suggest that the Govern- 
ment might provide ad hoc aid, tak- 
ing into account the needs of indi- 
vidual mines. 


credit lines to Bulgaria, follow- 
ing an arbitrary decision on a 
debt moratorium by the Bul- 
garian Foreign Trade Bank in 
March. 

In addition, any new govern- 

ment will have to mourn a sub- 
stantial long-term investment 

programme aimed at repairing 
damage to land caused by 
years of neglect of the envirwj. 
ment 

A recent study drawn up by 
the UDF on the state of the 
environment confirms the 
scale of these problems. 

According to Mr Pirfo 
Vodenicharov, a member of 
Eco-Glasnost, the independent 
environmental movement 
about 4.7m hectares of trace-fer- 
tile land (44 per cant of the 
country’s territory, or 96 per 
cent of arable land) is eroded 
or polluted. 

The uncontrolled use of 
chemicals and pesticides, par- 
ticularly ammonium nitrate 
the most widely-used fertiliser' 
has polluted rivers, which in 
turn has undermined the effi- 
cacy of irrigation and the qual- 
ity of soil. Indeed, Eco-dasaoet 
reckons that only one of the 
country's 16 big rivers is unpol- 
luted and that 6 per cent of the 
land can no longer be 
reclaimed. 

Tackling these problems will 
require considerable invest- 
ment 

Earlier this year, the Euro- 
pean Community sent to Bul- 
garia two experts - one for 
agriculture, the other for 
industry - to try to establish 
how any future economic assis- 
tance by the EC could be effec- 
tively put to use. The agricul- 
tural expert has yet to report 
back to Brussels. 

The growing consensus 
among western agricultural 
specialists in Sofia, however, is 
that unless the new govern- 
ment is committed to expand- 
ing private ownership, modem-. 
iKing the industry and making 
judicious investment dedslons, 
there is little hope for any 
marked improvement in Bul- 
garian agriculture In the fore- 
seeable future. 


Tin unmoved by 
US sale plan 

By Kenneth Gooding 

AN already-depressed tin 
market yesterday took in -its 
stride news that the US Gov- 
ernment was to give authority 
for the annual sale of up to 
7,000 tonnes of the metal arav 
the next two years from its 
strategic stockpile. 

An official said that 
actual sales would probably 
be only about 2,000 tonnes , a 
year and well within the fontt . 
set 

However, Mr Nick Moore, 
metals analyst with Ord Min- 
nett in London, suggested the 
US move would suppress say 
attempt by the tin price to 
move upwards. 
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WORLD COMMODITIES 


MARKET REPORT 

A FIFTH successive daily fair look 
nickel prices on the London Metal 
Exchange to the lowest level for 
three months yesterday as general 
selling met with negligible buying 
interest. Dealers said bearish 
fundamentals and technical factors 
encouraged the selling, which 
took the cash price 5212.50 lower 
at S7.902.5O a tonne. The zinc 
market also tell quite sharply after 
a chart support level at Si .670 
a tonne (tor three months metal) 
was breached. The three months 
price closed at Si .653.50 a tonne, 
down 532.50 on the day, while 
the cash price tell S50 to Si .712.50 
a tonne. Some traders said the 
next band of support was in the 

London Markets 
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Si .600-31.625 area but others 
noted that consumer interest had 
been attracted when the three 
months price dipped below $1,650 
two weeks ago. The gold price 
finished modestly lower after 
holding steady for most of the day. 
The late fall reflected selling in 
New York which dealers thought 
might have emanated from the 
Soviet Union, the Middle East or 
South Africa. At the London 
Futures and Options Exchange 
the cocoa market surrendered 
some of Tuesday's rally with the 
September price finishing £12 
down at £871 a tonne. 

Complied from Reuters 


cocoa - UmdQB FOX C/termo 

Clara Previous Hlgh/Low 


Jul 

859 

855 

875 843 

Sep 

871 

683 

880 880 

Doc 

891 

907 

810 830 

Mar 

907 

825 

927 BOO 

May 

920 

840 

949 816 

Jul 

934 

854 

B59 834 

Sep 

948 

970 

084 048 


Mu ndiihf , w.7% 

Cash 1810-2 
3 months 1618-8 


Turnover: 7794 (12387) Iota at 10 Unu 
•CCO Indicator prices (SDRs par tonne). Daily 
price lor Jun S 1087.81 (104084) to day average 
tor Jun 6 1128.58 (1134.S9) 



Ctora 

Previous 

Mgh/Low 

Jut 

632 

64fl 

844 830 

Sen 

647 

6S5 

856 6«S 

Nov 

862 

689 

672 860 

Jan 

674 

682 

688 674 

Mar 

690 

696 

889 680 

May 

710 

710 

716 708 

Jut 

725 

Tie 

730 722 


Rn 

CUM 

Previous 

Hlgh/Low 

Aug 

JQ&.00 

303.00 

305. CO 301.00 

Oct 

30< 80 

299 00 

301 00 297.60 

Dec. 

2M.Q0 

304.40 

30080 295.00 

Mar 

283 40 

283 60 

285.60 282.40 

May 

235 00 

2B4 60 

285 00 282.80 

Aug 

261.20 

262.00 

281 JO 200.00 

Oct 

377 00 

276 00 

277 00 277.00 

Whba 

Close 

Previous 

Hlgh/Low 

Aug 

414 0 

415.0 

4150 411 9 

Oct 

375.0 

377.0 

37&0 3732 

Dec 

363.9 

369.0 

36® 5 3856 

Mar 

381.5 

363 0 

364. S 360.0 

Mav 

360 5 

357.3 

362 5 360.5 


Turnover- Raw3433 |3973)lots at 50 tonnes. 
While 905 |1014) 

Pans- Win a (FFr par tonne): Aug 2350, Oct 2150. 
Dec 2110. Mar 2090. May 2090 

CflUDBOn. - IPS S/borral 


Provkiua Hlgh/Low 

1565 1577 1533 

16.18 16X9 1588 

16 68 16.70 16.48 

17.14 16.33 

18.22 15.71 


Jut 15.77 IS 

Aug 16 20 1* 

Sep 16 70 IE 

Oct 1583 1? 

I PE Inde* 1571 IB 

Turnover: 5550 (12812) 

QASOIL - IPS 


Jun 142 50 138 50 142.75 137.50 

Jul 141 50 139.00 141.75 137.00 

Aug 143.00 141.75 143.50 138.25 

Sop 146.00 144 50 146.50 14250 

On 149.50 148 00 150.50 140 50 

Nov 153 00 ISO 00 152. SO 148.00 

Dec 153.75 152.00 154.00 150.00 

Jan 152 75 152.00 152.75 151.00 

Poo 151.00 152X0 151.00 13100 

Turnover 13763 im&fillots 04 100 tonnes 


WOOL 

Tho Australian govormninenl dictated a 
reduction in the Wool Corps, floor price 
from 870 to 700 cents from i no Industry and 
many of its customers, tenon solos were 
resumed this wook prices loll sfiorply. tor 
many types near to the full 20%. Finer 
merinos did attract retail very better 
demand. 

Floor price purchases. while recovering 
from last week's 90% were still quite heavy 
at 40%. 


turnover (877 (2360) lata cl 5 tonnes 
ICO Indicator prices (US cents per pound) ter 
June 0" Comp, deity 72.79 (72.03). 16 day aver- 
age 73.77 (73.02) 


POT8TOW - BFS | 

Cloao Previous Hlgh/Low 

Nov 110X 109.0 112 4) 108.0 

Apr 155.5 161.0 166.0 W 

Turnover EM (314) lets of 40 tomes. 


Close Previous Hlgh/Low 
Aug 116.00 115.00 

Oct 119.60 118X0 117.00 

Turnover 35 (1110) lots of 20 tomes. 


WBMOHT ronmni - urm nortndex point 
Close Previous Hlgh/Low 

Jul 1105 1120 T119 1100 

Oct 1196 1212 1186 1196 

Jan 1215 1S28 1215 1210 

Apr 1315 1290 1215 

BFl 1302 1305 

Turnover 131 (187) 


(HMM - BF» Wb 

Wheat Close Previous Hlgh/Low 

Jun 121.25 1 21120 121 JO 121.00 

Sep 11360 113 BO 113.30 

NOV 117.35 117 JO 117 JO 117.10 

Jan 120 75 120.60 120.70 

Barley Ctora Previous” HlgWLcw 


Turnover Wheat 63 (161), Seriey 2 (01). 
Turnover tots of 100 tonnes. 


PWf ~ 8W (Cesh Set B om e nt) pfkfl 

Close Previous KgWLdw 

Am ISM T370 IStO 

Aug 122 5 122J 121.8 

Oct 124 5 124.0 124.5 12X5 

Nov 123.S 121.0 1230 

Turnover 177 (76) lots Of 3JS0 Kg 


Copper, Osde A (2 

Cash 1560-1 
3 months 1457-6 

Laed (C per tonne) 

Cash 485-6 
3 months 467-4) 
Mcfcei (I per same) 

Cash 78064 
3 months 78 >625 
Tin (8 per tonne) 
Cash 6220-30 
3 months 635638 
Zinc. Special WgH C 

Cosh 1710-6 
3 months 1652-6 

LMCCInkigUnl 

SPOT: 1.6875 


OoM (ftna ra) S price 
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12 months 34&S3 
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gratty (5 per tonne) 
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1612-3 
£ per tonne) 


(Prices supplied by Amalgamated Metal Trading) 

High/low AM OlBctai Kerti <3o»o Open Intoreet 

Total dally turnover 11,085 lots 

1811 1810-1 

162011815 1815-7 1614-5 


CHUPE OQ- (Light) 4X000 U8 gaits Siberia! 
Latest Previous High/Low 
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i (5 per tonne) 
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823049 
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1748 

186771645 


1614-5 

Total dally turnover 13380 loti 

1486-7 

Total dally turnover 1,623 tote 

487.66 

Total deity turnover UB4 lots 

780060 

Total dally turnover 1,820 lots 

887080 

Ttaal dolly turnover 4.359 lots 
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New York 

<aou> 100 troy qej 5/lroy OX. 
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367X 

3SBX 
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0 

0 
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HEATUM Oft. <2,000 US gaBm, oenta/US fleDa 
Latest Previous Hlgh/Low 

Jta 4763 47T1 4815 4640 

Aug 4820 4777 4876 4720 

Dec 5385 6334 6365 6600 

Jan 6425 6404 6430 5376 

Apr 6100 6068 5120 5090 

COCOA 10 tome si ahonnes 

Cloaa Previous Hlgh/Low 

Jta 1313 1361 1345 1308 

Sep 1342 1374 1368 1334 

Dec 1383 1306 1300 13S7 

Mar 1380 1414 1406 1375 

May 1403 1437 1426 1386 

Jul 1418 1466 1440 1410 

Sap 1430 1473 1466 1430 

CMftti *C 37^00lbs; cents7Ba " 

Close Previous HBghTLo w 

jul 8X86 94.es 8620 

Sep 96.10 9650 97.15 B5£0 

Dea 8900 9900 99.60 8&50 

Mar 101.40 101.40 101/40 101.00 


8QYABCAM8 6JM0 bu min; contaTBOib hushe* 
Ctase Previous HlghTUrw 

S3 3W0 58276 603/4 683 7 

Aufl SmiO 587/8 00874 6887 

Sep 60272 60070 81074 6027 

Nov 60870 807/4 81874 80871 
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Jul 646/0 6 4374 65374 646ft 

SOY ABEAM OIL 60,000 Iba; centa/te 
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Wall Street influences hit the market 
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Nothing 
exciting 
from Bass 

InM acqidaitiDn proved some^ 
thmg tf an a nfa-cfimax and the 
shares retreated more quickly 

Ir s better to travel than to 
Mr J °hn Spicer of 
Benson. “People had 

expected, a 101 more short tenn 

d^ tasteri of long-term 

CoHyer at Comity 
NatWest WoodMac agreed: 
"The strategic benefits of Holi- 
day Inns win come ont in 24 
months and we would have 
preferred to hear about the UK 
business which will be the 
powerhouse of profits until 
then.” 

Both pointed out that the 
shares have had a good run In 
recent weeks, while market- 
makers said the fall was 
largely technical and included 
some profit-taking. Bass fell 30 
to 1070p on above average turn- 
over for the stock of 1.5m 
shares. Buckingham finned a 
penny to 85p. 

Telecom hit 

There was very heavy trad- 
ing in British Telecom (BT) 
shares for the second consecu- 
tive day after one securities 
house, Robert Fleming, told cli- 
ents to “take profits” in the 
stock alter the recent outper- 
formance of file shares against 
the rest of the market, and as 
BT employees sold shares they 
had acquired in BT’s Share 
Save Scheme. 

Some 20m BT shares 
changed hands yesterday, top- 
ping the 19m turnover of Tues- 
day. BT shares ended the day a 
net 6 off at 289p, having 
touched 288p at one point 

Mr Laurence Heyworth at 
Flemings Research said he had 
advised clients to take profits 
in the shares which had out- 
performed file market over the 
past month; “The market has 
risen 10 per cent and BT 14 per 
cent over the period; we 
haven't changed our esti m a te s 
for the group, all we've done is 
balance file positives and nega- 
tives." ... 

Dealers said that allied to 
the selling by Fleming, the 
market had been upset by 
some sizeable selling pressure, 
thought to have come from BT 
employees who were scheduled 
to receive share certificates 
relating to BT's share option 
scheme on June 5 and 6. Some 
90,000 BT employees partici- 
pated in the scheme which 
issued options on 94m BT 
shares at 16Sp a share, exercis- 
able on May 15. 

Oil and gas stocks fell away 
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Group £2&3m by.a rights issue 
to shareholders. 

The FT-SE Index closed 2L8 
down at'ajSftA' leaving the 
2,400 mark a mare distant bar- 
rier than had bean expected at ■ 
tbe beginning of the week. 

Turnover; as measured by a 
Seaq share total of 429m 

— against the 618.2m of the previ- * ,, 

New York fhmtiwrt«i . pus session, was moderate, and is “modi farther upside" in ft 

trading to indud ed two amafl trading pro- near term, and predicted a se 

D ™*paSnts asrLrSnn?!^* 10 S 1 *™?- back during the summer. Tfc 

Also^inmito°J a t?^S; h °P®^ for “dy cut firm describes the latest xaD 

steam otrt rfSf V s interest. rates apparently in equities as “insubstantial I 

fail in UK a cooler, and domestic optimism, the extreme." 

and two SSttSSu?* checked this week by Great However, Nomura Keseare 
fond raishKSSSfS y JS? n ’ Por 5* nd Estate, B severe down- ; Institute, which has been i 

Body SJPSk® ■***■» current valuation of the front rank of the bulls, «d 

share J? a Prop erty portfolio, equity yesterday: “Tbs best is yet t 

Pong and Ashley strategists were taking a fresh come” and continued to pretH* 

FT-Jk AH-Shar* Imfov British Land was down 5 ai 

notes on the sec- 
tor. Crude ofi prices fell further 
yesterday, with July Brent dip- 
SgtoW6.40a band before 
sta milsi ng and dosing a net 5 
cents higher at S1SAS a bazxeiL 
Hoar© Govett’s oil team 
came out with a hard hitting 1100 
note on the sector which said 
investors have “ignored the 33 
Per cent oil price fall this 

year," and that the sector rela- 

ft”**?* 1 by CquItyStiarssTraded Brothers "of Canada, had 
Twnover by votame (mffion) ^u^S^co^ 

nario and said “in our view 
1992 will be a 1990 lookalfke; 
short term there is scope for 
considerable disappointment 4°o 
and we have downgraded our 
target for the relative's down- 
side to 135 from 95; we would 
be underweight in the sector, 
in particular BP and Sham as 
well as the exploitation and 
production sector; British Gas 

&nd Burmah are the excap - w ^ ^ 

turns," Hoare concludes. -items; "Not quite as good as we wood," down *5 at 139p, 

BP were i adffltkmally weak- -first thought,” said one special- remained depressed by talk 
eaed by Belling ^ prompted by a ‘ ist that a 4m block of shares was 

major research document The banks wore —id to have still overhanging the market 
issued by the Smith New Court been a big port of the pro- LVMH, the French luxury 
ml and gas team which recom- gramme trade ac tivity early in goods group which Is in the 
mended clients to reduce the sesian and were well down process of taking its stake in 
wei ght in g s in BP. “Standing at on the day. Lloyds, after a Guinness to 24 par emit, said at 
their lowest yield relative “switch out” r nmmmHnilirtton , its annual meeting that 1990 
against the market for almost foil 12 to 297p on good turnover profits would rise by more 
a decade, we suggest there is of SiSm. NatWest dropped 9 to than 15 per cent But analysts 
zio reason an fundamentals for 859p. TSB (43m) were heavily had expected 20 per cent, and 
the shares to' outperform over traded and settled 3 off at I42p. the company blamed the weak- 
the next twelve months," said The takeover hints su rro un d- erring yen. Guinness has 24 per 
Mr Nick Clayton. "Short term, tog Prudential were not taken cent of LVMH and its shares 
the current rating reflects an too seriously by the market lost 8 to 778p, the day’s low. 
overly bullish expectation for and left the shares 4 off at Turnover was a busy 6.1m 
crude prices in the early 1990s 227p. shares. 

and the supposition that this Sturge continued to reflect Profit-taking Mt much of the 
will translate into superior the warning on second half stores sector. Mr Geoffrey Mul- 
eamings and dividend perfor- profits nnd lost -14 more to cahy. Kingfisher’s chairman, 
mance. 2B8pu referred at the group's aim cat 

By the close of -'afi exception- . - The property ' sector canting • -meeting to difficult consumer 
ally busy eterion BPTiad : fiiIlen-'* ned-'to weaken .followfriS the markets;. Kingfisher ended 


look at the stodmnrket after 
the advance of recent weeks. 

.. The two sides of the debate 
were yrfe*»Wghti»d yesterday in 
strategy advice to efienls from 
two Siting ; players in the UK 
market KMxrwort Benson 
Securities, staying with the 
tf A f fanai v e stance taken in Feb- 
ruary, doubted whether there 
is “much further upside” in the 
near tmn and predicted a set 
back during tbe summer. The 
firm describes the latest rally 
in equities as “insubstantial In 
the extreme." 

- However, Nomura Research 
Institute, which has been in 
the front rank of the bolls, said 
yesterday: “The best is yet to 
come" apd continued to predict 


FT-A AILShar* Index 

1200 “ 



Equity Shams Tmc 

Turnover by voJume (mWon) 


an FT-SE Index at 2^00 by year 
end "if not before." 

Tfte case for a cautious view 
has been pmphairtmd by the 
latest turnover statistics from 
the International Stock 
Exchange showing that the 
brief recovery in equity trading 
volume has not been sustained; 
customer dally business in 
Lon d on has fallen away again 
to well below the Him mark- 

The apparent lack of fol- 
low-through to last month’s 
gains suggests that the big 
institutions may -still be 
expecting to pick up stock 
below c ur re nt levels - same 
even suggest that the FT-SB 
Index couM close the year with 
a net loss over current levels. 
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EouHy Bargains and Equity VaSw. was (M- 
conumsd on July 31. Ooslng values lot My 
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chrecom- gramme trade activity early in 
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British Land was down 5 at 
SSSp, Land Securities was 
down 9 at SOlp, MEPC was off 7 
at 494p, and Greycoat was 
down 17 at 389p. 

Asda dimbed 4% to 113Kp 
following suggestions that a 
bav-nroKramme had beai exe- 
cut^l^y Goldman Sachs, 
although this was denied by 
Goldman. Tbe market was also 
excited following an announce- 
ment that First City Financial 
Corporation, which is con- 
trolled by the Belzberg 
Brothers of Canada, had. 
acquired a 5.45 per cent stake. 
But it later emerged that the 
Bebsfaerg’s had merely moved 
their holdings between 
accounts and It did not reflect 
an increased stake. Press com- 
ment that Asda may be bid for 
by Argyll also provided sup- 
port. aMmnah dealers thwiaht 
tthighly unlikely. Argyll was 
up a penny at 23lp. 

The food manufacturing sec- 
tor was firmer. Ranks Ho vis 
BfoDougan was up 5 at SfiOp an 
low turnover, while Hfllsdown 
gained 6 to 265p. But Hazel- 
wood, down 8 at 139p, 
remained depressed by talk 
that a 4m block of shares was 
still overhanging the market 

LVMH, the French luxury 
goods group which is in the 
process of taking its stake in 
Guinness to 24 per cent, said at 
its awnimi meeting that 1990 
profits would rise by more 
than 15 per cent But analysts 
had expected 20 per cent, and 
the company blamed the weak- 
ening yen. Guinness has 24 per 
cent of LVMH and its shares 
lost 8 to 778p, the day’s low. 
Turnover was a busy 6.1m 
shares. 

Profit-faking hit modi of the 
stores sector. Mr Geoffrey Mul- 
cahy. Kingfisher's chairman, 
referred at the group’s annual 
meeting to consumer 


that BZW, a consistent bun of 
the stock, had downgraded tin 
company. Bnt a na l ys t s at tbe 
firm ha d merely w wh uh imi^ 
short term top-slicing, while 
remaining optimistic in the 
medium ana longer terms. 
‘The gains of the upward run 
are difficult to sustain." said 
Mb Jenny Younger at BZW. 
She added that the asset reval- 
uations due with the preOml- 
nary results on June 18 
not be as good as some expec- 
ted. The shares closed just 
above the day’s low at 422p, a 
fan of 7. 

Lep Group steadied after a 
sharp rise on Tuesday when a 
IS per cent stake in the com- 
pany changed hands. Yester- 
day, the shares finned a penny 
to lfffr . 

Powell Dufbyn continued to 
benefit from the disposals pro- 
gramme announced on Tues- 
day. The shares dimbed U at 
one point bnt tridtied back by 
the end of the session to 347p, 
K tfli an improvement of 6 on 
the day. 

Bearer, the construction 
building materials group 
retunwdto favour with a bang 
on the bade an tow snxmart 
from the US; "ft looks muUS 
interest rates have topped out 
and Bearer will bea big benefi- 
ciarv of an v decline.’’ mW nm> 
specialist. T ur no ve r in Bearer 
came out at 35m. Htoa Circle 
slipped early in file session but 
later picked up to dose a net 3 
off at 237p with a alarge buying 
order said to be In the market 

Stamm Engineering dipped 6 
to 396p following a more cau- 
tious than expected annual 
general meeting statement. 
Vickers added 5 to 237p as 
Klein wort Benson reaffir med 
its bullish stance. 

There was no shortage of 
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good performers in the elec- 
tronics area of the market. 
Cable ft Wireless (C & W) man- 
aged a minor gain at 550p 
albeit on thin turnover of lxn, 
ahead of preliminary figures 
expected today from Hong 
Kong Telecom, where C & W 

has a 58.6 per cent stake. Klein- 

wort Benson expects Hong 
Kong Telecom to achieve a 
pretax profits increase of 18 
per cent to some HK4.45bn; 
Comity NatWest is looking for 
a profits rise of 19 per cent and 
said “good results would form 
a positive precursor to C & W*s 
preliminary figures dne on 
June 13." 

The resilience of the C & W 
share price was mainly attri- 
buted to a pre-resalts bay 
recommendation Issued by the 
SG Warburg Securities elec- 


tronics team who said Warburg 
“remain strategic buyers of C 
& W due to the growth of Mer- 
cury and its position in inter- 
national telecommunications 
which remains the most rap- 
idly growing area of telephony 
alter cellular." 

STC advanced strongly to 
dose 9 firmer at 275p on higher 
than usual turnover of 4m 
shares. Dealers said the buying 
was on the back of resurrected 
stories that a deal concerning a 
foreign buyer of a big stake in 
STCs computer subsidiary ICL 
- Japan’s Fujitsu remains a 
hot favourite - may be immi- 
nent. 

Racai Telecom dipped 12 to 
374p ahead of next Tuesday's 
preliminary figures which are 
expected to show pre-tax prof- 
its of £X60m pins «gwfn«t last 


year’s £8A5m. Racai Electron- 
ics, Telecom's parent, and due 
to report the same day, were 
only fractionally off at 2l2p. 

Electxocomponents advanced 
9 to 215p after revealing pre- 
liminary profits. 

Lonrho reveals interim fig- 
ures today and the shares 
added a penny at 257p, while 
RTZ continued to be squeezed 
higher as traders said a US 
house in London was still short 
of stock after a large sale on 
Tuesday. RTZ rose 2 to 582p on 
good turnover of 25m. 

Profit-taking continued to 
hurt Rolls-Royce, 3 ‘A lower at 
225 p. The shares touched a 
new high on Tuesday. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 22 


7 to 819pon high turnover ''aT 
15m shares. Shell lost 10 to 
456p on 24m. Ultramar backed 
the overall trend, closing 4 
firmer at 338p. British Gas 
drifted hack 1% to 219pdn poor 
turnover of 4.4m. 


annnrinwiirfait'liri Tl^Ataflay Try' 

Great Portland Estates, one of 
the UK’s leading property 
investment group, that its port- 
folio had fallen m value. Groat 
Portland closed 2 higher at 
243p. The rest of the sector was 


Water touched,' marked down soon after the 


extremes of I48p and 143p 
before dosing 1V4 ahead at 
145%p after releasing their 
first preliminary results since 
their privatisation last year. 
Turnover in Thames was a 
very healthy 43m shares. 

Dealers said the results and 
dividend came as a surprise 
and caused an initial rise in 
the stock. But this was pared 
later in the day as the headline 
profits figure was' seen tb have 
included some unexpected 


market opened 'with some 
funds stm looking to lighten 
their holdings. But turnover 
was lower than in the p revio us 
session, dne partly to the 
^lapjfpr turnover throughout 
the rest of the market, bnt also 
in anticipation of full year 
results from British Land, 
another leading property 
investment company. Mr Gra- 
ham Stanley off County Nat- 
West raid that British Land 
“also had scope to disappoint.” 


down 4a£ 333p. 

- Others to fell induded Boots, 
down 7 at 296P. Dixons, 2% off 
at 139%p and Barton, which 
eased 3 to 174p- 

Among those to buck the 
trend were Rainers, where a 
City presentation helped the 
shares pal cm 10 at 278p. 

Body Shop’s combination off 
good figures, a share placing 
and a scrip issue initially sent 
the .shares a few pence higher. 
But they slipped back before 
the close to end nwniwngHi on 
file day at 450p. 

. Reed International posted 
yemtend profits EL per cent up 
at £302m, in line with analysts’' 
forecasts. Bnt the stock had 
had a good ran in advance off 
. the numbers and fo il chi their 
announcement. Mr John 
Kenny at BZW recommended a 
switch into Pearson, which he 
said was trading on a market 
rating while Reed was at a 10 
pier cart premium to the mar- 
ket. Reed dosed 15 lower at 
435p. 

BAA retreated quickly after 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Dollar drifts in routine trading 
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THE DOLLAR is trapped in a 
narrow range and no other 
major currency Is being thrust 
under the spotlight at present. 
This is leading to dull routine 
trading, with the dollar meet- 
ing resistance if It moves 
towards DM1.70, but also find- 
ing strong support at around 
DMl.6850. 

Speculation about lower US 
interest rates - against a back- 
ground of a sluggish economy 
and moves to cut the US bud- 
get deficit - is tending to weigh 
against the dollar. At the same 
time uncertainty about the 
future of a united Germany, 
plus growing unrest and eco- 
nomic problems In the Soviet 
Union, are providing support 
on the basis of the dollar's safe 
haven status. In London the 
dollar drifted down to close at 
DMl.ti870. compared with 
DM L. 6905 on Tuesday. It also 
fell to SFrl.4285 from 
SPr 1.-1350; to FFr5.6900 from 
FFr5.7000; and to Y152.55 from 
Y152.60. The dollar's index 
declined to 67.6 from 67.8. 

Sterling showed little 
change, moving up with other 
European currencies against 
the dollar, to close 45 points 
higher at 51.6885. Fading expec- 
tations of early British entry 
into the Exchange Rate Mecha- 
nism of the European Mone- 
tary System have moved the 
pound to the sidelines. Sterling 

C IN NEW YORK 


finished unchanged at 
DM2.8475, while easing to 
SFrU.4125 from SFr2.4l.75, but 
rose to FFr9.6075 from 
FFr9.6000 and to Y257.5Q from 
Y257.QQ. The pound's index 
climbed 0.1 to 89.3. 

The Portuguese escudo was 
firm, following comments from 
Mr Anibal Cavaco Silva, the 
Portuguese Prime Minister, 
about probable entry of the 
currency into the ERM. He 
said: “I think the date for the 
escudo joining the ERM is not 
very far oft" Mr Cavaco Silva 
added that the Government 
does not wish to impose tight 
restrictions on the economy or 
an austerity programme - Por- 
tugal's inflation rate of nearly 
13 per cent and its Budget defi- 
cit are regarded as problems in 
moving the currency into the 
ERM - but he indicated that his 
country must participate from 
the start in European economic 
union. At the London close the 
D-Mark had weakened to 


Es87 J7 from Es87.96 against 
the escudo. 

Among fid 1 members of the 
RMfi trading was quiet, with 
the bottom placed French franc 
holding steady against the Ital- 
ian lira. The franc was fixed at 
L218.15 in Milan, slightly above 
its floor of L218.13, and fin- 
ished at L218.15 in London. The 
Bank of Italy bought DM42m at 
the fixing as the D-Mark rose 
to L735.&) from L735.35. This 
was the sixth successive day of 
intervention by the Italian cen- 
tral bank, but dealers noted 
that the action was less aggres- 
sive than of late. 

In Paris the Bank of France 
did not appear to give any sup- 
port to the franc, and did not 
raise official French Interest 
rates at a securities repurchase 
tender. This suggests the 
French authorities believe they 
can maintain a relaxed view 
about the franc’s weakness in 
the EMS while the D-Mark is 
also depressed. 
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POUND SPOT- FORWARD AGAINST THE POUND 
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CURRENCY RATES 
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DOLLAR SPOT- FORWARD AGAINST THE DOLLAR 
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CodveatbeBaik 


% 

15 Cntt&Co — 

15 QvnsPBpobrBk 
15 DootarBatPU. 

15 IfcnsLaMfc— 

15 EpdatalBadiidc 
15*2 ExeteTrastUd_ 

15 Fhaodal&GBLBHt^ 
15 FtalliatiadBatHc. 
15 •MetFtaoiN&CQ.— 
15 MBtFnar&PlBS._ 

15 Glnbuk 

15 MOdmesIMM 
15 HFCBafkpk. 

15 tKanhnBat 
15 KaqBHRTretPk — 
15 Heritable &Ga In BM. 

15 tHnSnod 
15 
15 

15 •leopoM 
15 UogdlBa* 

15 HnbrajBu 
15 NSweflOoaghsM. 
15 MidtandBak. 

15 MmtBaddq 

16 HatBtafXiNBft 


% % 

15 JblWEtfliKto 15 

15 fatten Bant Ltd — 15 

m 1% 

C— 15 

15 MnpeG'raits — 15*2 

15*2 Royal Bt of Scotland 15 

15 faMThttBuk 15 

15 h tSatt&gnitasiSea- 15 
15 StaahriCkartaal — 15 

15^ TSB 

15 Udbut 

15 •IMttd 

15 

15 UnAj Tret Bank Pfc — 15 

15% Western Inst 15 

15 YftstpacELrtCorp, — 15 

05 Wbftanrajlaidan — 15>z 

15 YorisidreBat 15 

15 

15 t Meotmof Brttltt Hmtot 
15 Batting & Secorttlo Hone 
15 AaoctfM. * Dqnstt m 5.9% 
15 S*e«iK8J%. TopTiirf50jJBBF 
15 Instaot access 13 J% * 

15 tae rate. $ Desuod 
15 tot?«el5J%-15. 
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FINANCIA L TIMES THURSDAY JUNE 7 19 90 

MGFO - the new force Morgan 
in futures and options tlRENF gU. 
for institutional m—N 
investors * nr 

Conta ct Chris Graham on 071-826 7557 at flB 
Morgan Grenfell Futures & Options Limited, W 
23 Great Winchester St, London EC2P 2AX p U ^ 

AnnswIWofiboAraD ^OPTIONS 


London rates steady 


(1L00 Am. Jw 61 3 months US doOut 
Md"ai I o«i r 8% 


6 anths US Oollare 
bid 8A I offer 84 


TRADING WAS calm and 
steady on the London money 
market yesterday, with dealers 
seeing little prospect of any 
early change in UK bank base 
rates. Throe-month interbank 
was quoted at 15£-15A per cent, 
compared with la'i-lojb on 
Tuesday, and 12 -month money 
was unchanged at loft-l-ii* per 
cent. 

Sbort sterling futures contin- 
ued to trade quietly on Liffe. 
September delivery opened 
slightly weaker at 35.29, and 
after staying in a very narrow 
range closed at 35.29 against 
S5.30 previously. 


UK clearing bank base lending rats 
15 per cent 
from October 5 


The Bank of England Initially 
forecast a day-to-day credit 
shortage of ESOOm on the 
money market, but revised this 
to £650m at noon. Total help of 
£62lm was provided. 

Before lunch the authorities 
bought £256 tn bank bills 
outright, in band 2 at 14 3 .{ per 
cent. In the afternoon another 
£315m bank bills were 
purchased, in band 2 at 14*1 
per cent, and late assistance of 
around £50m was also 
provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £371m, 


with Exchequer transactions 
absorbing £250m, a rise in the 
note circulation £140m, and 
bank balances below target 
£25 m. 

In Frankfort call money was 
steady at 7.85 per cent, despite 
a move by the Bundesbank to 
drain a net DMS.lbn in 
liquidity at this week's 
securities repurchase 
agreement tender. The central 
bank accepted bids totalling 
DM24bn - split between 
DMi4.ibn of 23-day funds and 
DM9.9bn of 56-day money » 
compared with two expiring 
pacts of DM29.1bn. 

Dealers were not unhappy 
with the situation however, 
commenting that banks 
reserve holdings are high and 
it is better that the 
Bundesbank takes money out 
of the system now, rather than 
later in the month. Reserve 
holdings for the first four day’s 
of June were DM66.8bn, 
against expectations that the 
Bundesbank will set a 
requirement of about DM59bn 
for the whole month. 

In Paris the Bank of France 
left its money market 
intervention rate at 9 Vi per 
cent and Its five to 10-day 
repurchase rate at 1014 per 
cent when injecting funds at a 
securities repurchase tender. 
The central bank drained 
FFrll.6bn at the tender, by 
accepting bids of only 
FFr36.1 bn, against an expiring 
facility of FFr47.7bn. 


TV Filing ram write drllkawtk meua roundel to llw mot ont-sUuwtfc of U» tMtat offered Mb lor SlOw 
CMUd U 16* mFtt b> fht retotset tawfcui lLOOa.m. each wreklM da*. ThefcMfcS 4re fUUgoal Wesunmtcr 
Bwfc, BMk Tofcjo, Onnsdc Bwft. Sww hUom d. Farts and Bogan Gnarantj Tim. 


MONEY RATES 


NEW YORK 


Prim, rjw _ 

Brain- lun rale...- 

Frt lints . 

Frt.fontft n tmanmua.. 


Frwkfwt^.. 

Pam 

&nc 

A rert nn 

Tokyo 

UH« 

Brads - 


QrimmUi. 

TmmonUi 

10 Thrwooni 

9(| 5h iwbUi ... 

8G On, rear — 

- Tnoyrar 


Treasury Bills and Bonds 

7.73 Threcyrar 

7 52 Fonyw 

7.99 FTwjtW 

8.07 Sanrea r 

BJ6 30-rejr 


&4D 

a46 

a 42 

aso 

a*? 

a 44 


Owntgnt 

One 

Month 

Two 

Monk* 

Tim 

1 UM&I 

Six 

Mantis 

7.80-790 

785850 

800815 

815-830 

B. 40555 

hsl 

9*1-91, 

9%-W, 

M, 

96-10 

w 

ll-US 

n 

Ui-Ui 

7it-7a 

n vQ 
nTu\ 

U^UA 


LONDON MONEY RATES 

~ b rOvertUght Or* 

Intprbanlf Offrtr 15 14^ 15i IS la 15 1. 15 A 

1Z Mfi L5i ISS WH 

Sterling CDf. - - 14 1 j 15 T 15 ? 

Lneal Authority Dqn. . 141, 14 \ 14 U 15 S 15 K 14 S 

Local Authoritv Bondi.. - - - L. J 1 

Oiscoum Mkt Onx. 14i, 14^ 14M i4i> 

Company. . - if 15 >• ISk 15 

Finance House Deposits 15 15 U 15 «. 13 

Treasury BlUstBuy) - - MU i«2 - _ 

Bank Bills I thy' - - 14U 15>a Ml 

Fin, Trade Bilk (Boy! .. - - 1*»X 154 14 a ™ 

Dollar CDs - - 8.25 8.2? 8 54 R 45 

SOB UnkedDw. Offer. - 8 U 9 9* g* 

SDR Linked Dm. Bid... - - ajf a\ 8® QA 

ECU Linked Dep- Offer - - lrfi 104 104 ltffi 

ECU Linked Dep- Bid.. - - 10 4 104 Kg 

Treasury Bills UellJ. one-monUi 14)5 oer cent; Urn moMiH 144 per cm.' Born Bills (sell); 
one- month 144 per cent; Ihnrr months 14JI per cent; Treaaury Bills; Avreagg under rate of 
discount 14.4826 p.c. ECGD FlxedRau Stertlw CapQrt Finance. Make up daj May 31 ,1990 . 
Aomd ram for period June 26. 1990 to July 24 . 1990, Scheme i; 15.91 P-C, Schemes (l A III: 
16.44 p.c. Reference rate for period May 1.1990 to May 31 . 1990, Scheme TV&V; 15J01 b.c. 
Local Adllwrily ml Finance Houses seven days' notice, others seven days' fixed. Finance Homes 
Base Rate 15 4 from June 1 . 1990: Bank Deposit Rates lor sums at men days notice 4 percent. 
Certificates of Tax Deposit (Safes 61; Deposit C1QO.O0O and over held under one month 114 pa 
cent; tme-ihree months 13 per cem; three-six months 13 per cent; six-nine months 13 per cent; 
nlne-iwrlse months U pa cent; Under £100.000 114 P*» rent from Oct 9,1989 , Deposits 
withdrawn for cash 5 per cm. 




SPONSORED SECURITIES 


High Low Company Price Qange dh Ip) % Pi 

343 286 Ass. BrtL IniOnSwey 286 -2 103 3.6 7 

38 19 Armltage and Rhodes 25 0 

210 135 Bwrioi Group (SO 148 -+2 gj 2.9 14 

125 96 Santa Gimp C(PrefC5E) 96 0 6.7 7 JO 

123 74 BrayTcchooUgles 75 *1 5.9 79 * 

110 82 BremhUI Com. Pref 82 0 11.0 13A 

315 285 CO. G«wp Ordinary 310 0 18.7 60 2. 

176 163 CGLGmipU%CamJ>nf 163 0 14.7 io 

225 140 Carte Pic (S3 210 0 7.6 33 12, 

110 109 Carta 7396 Prof SO 110 0 10J 9 4 

75 0.12S *M agiet Op Hon- VoUagA Car 0025 0 

9 0023 MangTOlGpHOB-VotlOBe cur 0125 0 

130 60 Hs Group 80 0 8.0 103 4 . 

145 98 Jackta Group CSS lOBxd 0 3.6 33 12, 

340 243 MulUkoutt HV (AwtSE) 330 0 

138 98 Robert Jwfclm US 0 104) 7A A.' 

467 330 Sc ni tt O M 330 4 20.0 6.1 9 

165 106 Unfair* Empe Coot Prof 160m 0 9J flJJ 

395 245 Veterinary Drug Cu. PLC 246 0 22.0 8.9 6.1 

376 278 WX Yeats 376 0 1U 4J 1L 

Secartths deslgnatad (50 mi (USIO are dnlt In abject to the rate and regu Winns of the 
BE. Other seoritls lilted abene we dealt M safaject 10 the redes of TSA 
Thee securitks are dealt b strictly nr a matched bargib hash. Neither Independent 
Commies Eadwogr Limited nor GrarerlRe Dads Limited an market makers in that 

MCmttlm 

* Utae saoriUes me derit an 1 rBtrfcud basis- Farther dttaHt annaMe 


[nJefXTHlcm Crenpame* Evchnn^ 1 UmUvJ 
77 Nlarv'dl Server, Lundim El SAF 
Telei’hnneBTMStt till 8J3 

Member .rf TSA UQ 


__ CfanvUlc Davies Limited 
77 MonwO Sneer, Lcmdren El 8AF 
TrLcp^wncfin-gaB 1212 
Member ofThe ISE & TSA 


9-11 GROSVENOR GARDENS, LONDON SW1W OBO 
Tel: 07 1-828 7233 AFBD member 

FTOE100 j WALL STREET 
June. 2412/2422 -18 June. 2831/2943+13 
Sept 24602471 -16 1 Sept zm@S& tj 3 

5pm Prices. Change from orevtous 9nm close 


GT INVESTMENT FUND 
Society d’lnvestissement t> Capital ^triable 
Registered Office: 

2, boulevard Royal, L-2953 Luxembourg 
R.C. Luxembourg No. B 7443 

Notice is hereby given to the shareholders, that the 

ANNUAL general meeting 

of shareholders of GT INVESTMENT FUND will be held at 
the head office of Banque Internationale h Luxembourg, 
Soci&£ Anonyrae, 2, boulevard Royal, L-2953 Luxembourg, 
on Friday, 15 June. 1990 at 10.00 a.m. with the following 
agenda: 

1. Tb hear and accept the Reports of: 

a. The Directors 

b. The Auditor. 

2. To approve the Report of the Directors for the year ended 
31st December, 1989 including the Statement of Net Assets 
as at 31st December, 1989 and Statement of Operations for 
the year ended 31st December, 1989. 

3. To discharge the Board of Directors and Auditor with reg. 
pect of their performance of duties from 1st January, 1989 
to 31st December, 1989. 

4. Tb elect as Directors to serve until the next Annual Gene- 
ral Meeting of Shareholders : D.H. Fitz William-Lay, G 
Arendt, P. Aymaid. J.A.Dick, A. Elvinger, R. Hallberg, 

G. de Mailly Nesle, R- Reimpell, J. Vroegop, K. Izunrida, 

H. Nakajima, A. Kohara. 

5. To elect as Auditor to serve until the next Annual General 
Meeting of Shareholders : Coopers & Lybrand S.G 

6. To declare a dividend in respect of the year ended 3lst 
December, 1989. 

7. Any other business. 

R AdjournmenL 

The shareholders are advised that no quorum is required for 
the items on the agenda of the Annual General Meeting and 
that decisions will be taken on a simple majority of the shares 
present or represented at the meeting. 

In order to pan at tbe meeting of 15 June, 1990, the owners 
of bearer shares will have to deposit their shares five dear days 
before the meeting with one of the following banks who axe 
authorized to receive the shares on deposit: 

— Banq ue Internationale h Luxembourg, 

2, boulevard Royal, L-2953 Luxembourg 

— Crfidit Industrie 1 et Commercial, 

66, rue de la Victoire, F-75009 Baris 

THE BOARD OF DIRECTORS 


DOLLAR 
Where Next? 
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C4l. Futures Ijd 
Windsor House 
9ti Vtcloria Street 
Ijondon 
SWIHONW 
Tel: 071 -7 W 2233 
Huv U7I -79W3ai 


UK Equl^ 
Japanese Equity 
Canadian Equity 
Antipodean Equity 
Swiss Equity 
German Equity 
French Equity 
Italian Equity . 
Iberian Equity 
Nordic B|ul» 
Benohrt Equity 


LUXEMBOURG (REGULATED) 

CMI Asset management (Luxembourg) S-A. 

CMI GIobbI Network Fund 
Dealing Gross 
Price yield 

USS1Q.1 - Fur East Emeglng 

£5.05 - Economic Equity 

Yl-515 - US Equity Index Track 

C$10.1 - UK Equity Index Track 

AS 10.1 - Japan Index Tracking 

SFi20_2 - US Bond 

DM20.2 - UK Bond 

FFr58.5 - Japanese flood 

L10.100 - German Bond 

PsI.OlO - Swiss Bond 

KR50S - Sterling Currency Rese 

GLD20.2 - US Dollar Currency Re 


Far East Emerging 
Economies Equity 
US Equity Index Tracking 
UK Equhtr index Tracking 
Japan Index Tracking 
US Bond 
UK Bond 
Japanese Bond 

German Bond 

Swiss Bond 

Sterling Currency Deseret 
US Dollar Currency Reserve 


Doling Gnus 
Price YM6 

IISU0.1 -■ 
US$10.x . . 
£5.05 

V1J15 - 

ussio.1 gjo 
£5.05 12J0 

YL.515 7 JO 

DM20.2 «7S 
SFr20jt 7J0 
£5.05 1525 

nai in gjs 


CROSSWORD 


No.7,257 Set by CINEPHILE 



ACROSS 

1 Honestly angry compiler's 

feelings? (5A5). 
ii Stately (as it were) home for 
princess (7) 

11 first of July, ducks (as one 
“JBht say) (7) 

12 The capture of Paris that 
started a war (5) 

13 Surgeon with thanks about 
__ rtop feud (8) 

id Hes turning out one whose 
charges aren't up ©i!) 

16 Fiddler from one roof ( 4 ) 

“ fof prepositions (4) 

20 Opht halm i c examination of 
opposition front-bencher at 
sporting event ( 6 , 4 ) 

22 tafoperating deficit 

with America: it’s huge (8) 
*rine in church? 
w 

for yobbo around 
'anger? (4^) 

27 ^ little kings 

entertained by father with 
seasoning (7) TOn 

28. ^on with a lot of money. 
^ a jack-in-the-box? (6.l> 

DOWN 

z w»ant araman's duster 
^ be lea (3,4) 

3 wWt King 
Cole m it (0 

4 Porridge for hreakfest. for 

example (4) ' I r 

5 County with Borne uncer- 
Wnty located in other Heh- 


6 A theologian for editor to 
extra (5) 

7 Act without number in 
there? (7) 

8 Bone with wrong tag ami- 

lowed by faithless hoot* 
line and sinker (7,6) •' 

9 Best ttf two safiors as cook- 
ing aid (5A6) 

14 Continue to advance, OT” 
rounding; target, in a rtnqw 
operation (4^) . 

17 Flower, Email, eaten w 
a pest possibly 0W>- 
19 Irritable at request to pW 
(most) debts (7) ■'■■■ 

21 Learners may hopfi fe' 
lengthways (?) - - f • ■ 


25 Love for friend is pww® 1 
(4) 

Solution to Foozle N0.7J5® - 


□□HBQQ1 aQBHDaiOU 

□ □ □ □ p pc 

H0QGI0E3 QBCIPDI3BB 

a - b □ n H a g l 
aanaaonp spocno 

□ □ □ a □ li l 

QE1HO DQHQDflQDUU 

13 a □ U Q U rir - 

□t30aaaniiDQ bubc 
o SHOP 

□ Q O G3 Q 0 

aaonaopo edhusd 
as u S„fP. 
omaaaHHa rnunanu 
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Closing prices June 5 
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252B1 Comp Soup *20^ n% 20% * % 

10833 CaopMu < 217 as as- 7 
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3800 CS Pan r 227 228 220- I 
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37910 Mcncn A f S23 22% 23 * % 

46T7BNCOIU *16% 10% 19%+ % 
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3660 Norman *8 6% 6% 
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Some business travellers 

wQl change neither hotel nor newspaper. That’s 
why they Eire particularly happy to find compli- 
mentary copies of the Financial Times at the fol- 
lowing hotels in the Principality of Monaco: Hotel 
de Paris, Hotel Hermitage, Hotel Mirabeau, Hotel 
Beach Plaza, Monte-Carlo Beach, Metropole 
Palace Hotel, Hotel du Steele, Hotel Abela. 


It’s attention to detail 

that makes a great hotel chain, like providing 
the Financial limes to business dlients. 
Complimentary copies of the Financial Times 
are available to guests staying at the Sofitel 
Bourbon in Paris, and the Sofitel Splendid in 
Nice. 

FINANCIAL TIMES | 

EUROPE'* BUSINESS NEWSPAPEB i 


12 issues free when 
you first subscribe to the 
Financial Times 

When you take out your first subscription to the FT, we’ll 
sendyou 12 issues free. For further information and details 
of subscription rates, complete the coupon and return it to: 
Gill Hart 

Financial Tunes (Europe) Ltd. 

Guioilettstnisse 54 
D-6000 Frankfurt am Main 1 
West Germany 
Teh (069) 7598-101 


■ Sfc 


OaldSunge- 


Please send me details about Financial Times subscriptions 


Company 


FINANCIAL TIMES 

lUiOAft l ftUliNIl! ml «\**K ■ 
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2pm prices June 6 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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AMERICA 


Dow falls on weaker oil 


stocks and profit-taking 


South African gold shares lose their lustre 

The prospect of lower earnings has not yet been discounted, writes Philip Gawith 

^ - ■ index could fai considerably tte «' “twKe&S 

$ per flne ounoe JOHANNESBURG rose for farther, some tebeve- « IwArish nntlnnk 9 


Wall Street 


PROFIT-TAKING combined 
with fading hopes of lower 
interest rates and weakness in 
oil issues to send equities 
down towards the &90Q level 
on the Dow Jones Industrial 
Average at midsession yester- 
day, writes Janet Bush in New 
York. 

At 2 pm, the Dow was 13.11 
lower at 2J01.8B on active vol- 
ume of ioim shares. The index 
had lost 10.19 on Tuesday. 

The blue chip index, which 
has significantly outperformed 
the broad market this year, 
was harder hit than other 
broader indices. For example, 
the Standard & Poor's 500 
index was down 134 at 364.70 
and the New York Composite 
Index of more than 1,700 stocks 
was down only 0.90 at 199.08, 
having hit a record high earlier 
this week. 

The proportionally larger 
decline in the Dow was largely 
due to pressure on three lead- 
ing oil issues, reflecting this 
week's sharp drop in crude oil 
prices after reports that Saudi 


Arabia has lowered its July 
pricing formula. Exxon fell 8% 
to $47%. Chevron lost $1 to 
$69% and Texaco slumped $1% 
to 858%. 

The oil field services sector 
extended Tuesday's losses. 
Baker Hughes slipped $y« to 
827% and Halliburton fell 8% 
to 845%. 

There was also profit-taking 
on some financial issues which 
had risen earlier in the week 
on hopes of lower interest 
rates. Several leading Federal 
Reserve officials made com- 
ments yesterday that discour- 
aged hopes of a near-tom eas- 
ing in monetary policy. 
Primerica fell 8% to $33%, 
Bank of Boston slipped 8% to 
815, Citibank edged 8% lower 
to 824% and Security Pacific 
fell 8% to 842%. 

But other financial stocks 
were resilient. NCNB edged 8% 
higher to 843% and First Inter- 
state Bancorp rose $1% to $45. 

Among blue chip issues, IBM 
added $% to $121%. Philip Mor- 
ris gained $% to $44%, Procter 
& Gamble fell 8% to $81% and 
Coca-Cola fell $% to $45%. 

NCH plunged $4% to $58% 


after the company reported net 
income for the fiscal quarter 
ended April 30, which was 3.7 
per cent lower than a year ear- 
lier. Upjohn dropped $1 to 
$41% on profit-taking after the 
stock gained $2% on Tuesday 
on speculation that it might 
seek a merger partner. 


Canada 


WEAK OIL and gold shares 
pulled Toronto off its highs by 
midday, hut both the bond aim 
stock market were encouraged 
by signs of progress by Can- 
ada’s leaders in the long-run- 
ning dispute over a constitu- 
tional accord. The composite 
index climbed 12.8 to 3,608.4 
with volume of 16.7m shares. 
Advances outnumbered 
declines by 240 to 21L 

Among oil shares. Ranger 
Oil fell C$% to C$7%. Imperial 
dropped C|% to C$56%, Cabre 
Explorations eased C$% to 
C$7% while TransCanada Pipe- 
lines gained C$% to C$16. 

Among active traders. Nova 
rose C$% to C$8 % with volume 
of 1.77m shares and Royal 
Bank gained C$% to C$24. 


E ven hardened gold 

bulls in Johannesburg 
were looking somewhat 
groggy this week after the JSE 
All Gold Index shed another 98 
points, or nearly 6 per cent, on 
Monday. In spite of a small 
recovery since then, this 
means that the index had shed 
about 83 per cent between dos- 
ing at 2£50 on February 2, 
fu e lle d by euphoria at Presi- 
dent FW de Herts speech at 
the opening of Parliament 
when he announced far-rang- 
ing reform plans, flpfl atoMwp 
to 1£17 on Monday. 

In spite of Monday's fall 
there is a widespread view that 
the index is still overvalued, at 
the current rand gold price. 
The caveat, of course, is cru- 
cial. An upward trend in the 
dollar gold mice, or a deterio- 
ration in the R/$ exchange 
rate, would change events. 

The most compelling evi- 
dence for the overvalnatum of 
the market is the feet that the 
index currently stands, on a 4.6 
per cent dividend yield, com- 
pared with a historical average 
of 73 to 8 per cent. 

Analysts agree that the mar- 
ket has felled to take into 
account that real rand earn- 



JOHANNESBURG rose for 
the second successive ,day 
yesterday, led by gold shares 
as Hie bullion price stabi- 
lised at about $860 an ounce. 
Overall trading, however, 
was quiet and cautions. The 
JSE Gold index rose 87 to a 
preliminary dose of 1,569 
while the overall index 
added 82 to 3 , 200 . 

Anamhrt. which owns 253 

per cent of De Beers, jumped 
R115 to Rl.365 on the news 
of a 10-for-one share split, 
dne at Hie end of July. De 
Bern rose H7-55 to R100R5. 
Vaal Reefb added R7 to R80& 


index could fall considerably 
further, some believe. 

Although (minions differ as 
to whether the market is m a 
hear phase, there has been no 
in spite of sow 


bearish outlook for both 
short and the medium taos/* 


One commentator spejfe J 
“dismal June and apofelyp^ 


£gL EX. gnehas toe gold September” qnarteity £££* 

scares, suenas a 


Price drew*® more than $20 gtrcn a flat rand gold 
JrSly following the inflation j^nnfog at U 

late March. _ and an impending hike in g 

* 4 *~ m GTS WagBS, 


togs and dividends from gold 
wfu hp significantly lower than 
last year, owing to the cost- 
squeeze being experienced by 
the industry. It is estimated, 
that 17 of the country's 31 lead- 
ing niines are mining at a loss 
at the current rand gold price. 

The market seems to be suf- 
fixing from a hangover of the 
shortlived bull run which, saw 
toe faster qHmh about 80 per 
cent from U399 in mid-October 
to its peak of 2290 on January 
16 (mirroring toe rise in toe 
gold price from $380 to $423 


over the www period). 

Ur Rob Lee Old Mutual particularly in fhemort speco- 
notes: ‘The bullish mood about Stive, higher co^. marginal 

gold’s prospects led to very.: mines, the performance m 

optimistic sentiment .being 1 which is highly Bps™ 

KttiU i*%4v> fhn wp Uflfl fpkwf • awilii nrf/v» A ftlUflll ffiCOVCTY 1U 


Saudi seftnff in late maren- 

The index has declined on 
relatively thin margins with 
sellers marking down m order 
Smoke sales rather than sell- 
ing off in large tranches- Loca l 
institutions, the driving force 
behind the market, are cur- 
rently staying out rather than 
driving the market down. 

The small investor has 
tondfld to stay in the market. 


built into the prices. That has . gold, price. A small recovery m 
steadfly been ended, but some the price can m^n cOTader- 


of ft still remains." • 
Historically, toe gold index 
has tended to race away at the. 
merest sniff of a rise hi the 
bullion price, not always com- 
pensating when the price drops 
back. According to this- view, 
the bullion price . is close 
to bottoming, but the stock 


able profits- West Rand Consol- 
idated, for example, which js 
currently trading at R8, was 
teas than B3 a year ago and [yet 
ip awag ari to scale tibe heights 


of R18.75 during March. 

Technical indicators have lit- 
tle cheer to offer. The gold 
price is currently below both 


T here are those, how** 
who anticipate a 
ery in the gold nriJ. 
before the end of the year 
They point to the record fe££ 
cation demand for gold in is& 
as proof of firm phys£jj 
riband underpinning theibt 
lar price of goldL* aot 
On the supply side. South 
African output is expected fa 

drop &om 608 toamee in U 89 fa 
between 550 and 575 tanoes fa 

1990, possibly falling a furtW 
100 tonnes in 1991 unless 
rand depredates considerablv 
more against the dollar thank 
currently the case. 

With Australian output 
expect e d to decline after 1990 a 
shrinkage in supply of 
mined gold appears likely. An 
that remains Is for investor' 
sentiment to recover. 


Frankfurt eases on fresh Nikkei overcomes fears of arbitrage selling 


ASIA PACIFIC 


concern about unification 


Tokyo 


RENEWED WORRIES about 
the cost of Germany reunifica- 
tion pushed Frankfurt lower, 
in a generally quiet day for 
European bourses, writes Our 
Markets Staff. 

FRANKFURT fell on fresh 
concerns about the price of 
German unity after news that 
West German bankers had 
offered East German bank 
workers pay rises of up to 26 
per cent Faster-tban-expected 
growth in first-quarter gross 
national product revived fears 
of higher Inflation and Interest 
rates. Hie DAX index fell 27.67 
to 1,849.02, the day’s low, and 
the FAZ index lost 6.77 to 
787.46. Turnover rose to 
DM7.6bn from K9bn. 

Schering. the pharmaceuti- 
cals company, dropped further 
than the market after a pro- 
gramme on West German tele- 
vision on Tuesday night about 
the alleged thrombotic sid&ef- 
fects of its Femovan contracep- 
tive pill. The stock feU DM20J20 
to DM790. in spite of a com- 
pany statement that clinlml 
tests showed that the side-ef- 
fects were not much different 
from or more frequent than 
those of other contraceptives 
on the market 

The steel group Hoesch fell 
DM17 to DM354 in heavy trad- 
ing of t-2m shares, giving up 
much of the previous day’s 
gain. Construction group Bil- 
Gnger und Berger rose DM14 to 
DM889 although dealers could 
give no specific reason. 

COPENHAGEN concentrated 
on Hafnia Holding, the finan- 
cial company, which gained 
DKrtO to DKiTIO amid specula- 
tion that it would try to take 
over Baltics Holding, the insur- 
ance group. Baltica lost DKr3 
to DKr895. Hafnia said on Fri- 
day that it had a holding of at 
least 10 per cent in Baltica, 
which has denied that merger 
talks are taking place. 

One analyst said that Hafnia 
could count on shares held by 
friendly parties to get control 
of 25 to 30 per cent of Baltics. 
“It seems to be more than a 
friendly investment, more bite 
a takeover.” he added, explain- 
ing that such a deal would 
make sense for Hafnia, because 
it could benefit from Baltica's 
links with Suez of France. The 
bourse index rose 0.20 to 377.44. 


MILAN absorbed the con- 
tinuing selling pressure, which 
fanned hopes that the market 
would start the new trading 
account next week on a firm 
footing. Brokers pointed out, 
however, that corporate groups 
were supporting toe market in 
order to facilitate capital rais- 
ing exercises later in the year. 
The Comit index fell Lll to 
747.25 in volumes estimated at 
above Tuesday's LSUbn. 

Benetton added L210 to 
L9.060 and reached L949Q after 
hours on speculation that it 
would soon announce an acqui- 


TURKEY's Goranti Ranfcnri 
sold about half of a TL235bn 
($90m) Issue of IS per cent of 
the bank’s equity on the first 
day of sale yesterday, writes 
Jim Bodgener in Ankara. The 
offer of shares, priced at 
TL4.500 each, stays open 
until next week. 

Dealers on Istanbul's stock 
exchange snapped up a 
tranche valued at ILZObn. A 
further TLSObu was sold 
through the bank's 
branches. 


sition, possibly of the textile 
holding company, Ffsac, which 
was suspended at L9.600 on 
May 23. Falck, the family -con- 
trolled steel company, added 
L400 to Lll,100 on rumours 
that the family might sell out 
to Eva. the state steel group. 

PARIS dipped further, again 
in quiet trading, as political 
concerns continued to com- 
mand attention. The fears of a 
sharp rise in capital gains tax 
and of a wage restraint kept 
investors away, while forth- 
coming capita] increases, by 
the water companies and oth- 
ers, also depressed sentiment. 

Luxury goods group LVMH, 
which saw the last Vuitton 
members voted off its board 
yesterday, received its share- 
holders’ authorisation to issue 
up to FFlSbn in bonds. The 
stock slipped FFr9 to FFr4,590. 

The CAC 40 index lost 24.00 
to 2.045.43 in turnover esti- 
mated at FFi2bn, after Tues- 
day’s FFrI.8bn. 

ZURICH fell in light trading, 
with the Crtdit Suisse index off 
8.1 at 6S2J). Chemicals eased, 
with Roche’s certificates down 
SFrSO at SFr4,l60 and its bear- 


ers SFrl75 lower at SFr7,6QQ. 
The company said that it was 
in talks on the possible sale of 
its plant protection division. 

Swissair saw both its bearers 
and registered shares fall 
SFrlO, to SFrlJKO and SF*860 
respectively. The airline said 
that it had frozen re cruitm ent 
and adopted other measures to 
try to Improve net revenue, 
after failing to meet its targets 
for traffic or revenue In ApriL 
Zurich Insurance bearers lost 
SFE70 to SFr4,730 and its regis- 
tered shares fell SFrllO to 
SFr3,900; the company said 
that 1990 profit should at least 
mat ch last year's SFi357m. 

AMSTERDAM followed Lon- 
don and FrankfUrt lower. The 
CBS Tendency index eased 0.4 
to 120.6. Transport and trading 
group Van Ommeren Ceteco 
added 40 cents to FI 43.40 on 
continued takeover talk. 

The bourse mid that ft was 
demoting ic a HbMIdk a hold- 
ing company of diversified 
interests, to the non-official 
market, following Friday’s 
admission by ICA Holding's 
new management that its pre- 
decessors had misinformed the 
market about the company’s 
asset position last year. 

STOCKHOLM suffered a 
bout of profit-taking. Ericsson 
free B shares fell SKr4D to 
SKrLSOO in active trade. The 
stock had reached a low of 
SKrl.270 earlier following a 
statement by finance chfaf Mr 
Carl Wilhelm Roos that recent 
forecasts by brokers of profits 
of SKr6bn in 1990 were exag- 
gerated, and that the compa- 
ny’s own prediction of 
SKr4-7bn was valid. The AfOrs- 
vdrlden General index fell 9£ 
to 1,279.2 in turnover of 
SKr399m. 

BRUSSELS enjoyed active 
trading on the last day of the 
two-week forward market 
account, but shares ended 
mixed. Sacfefe Generate de Bel- 
gique dropped BFr25 to 
BFr3.3Q0 with 120,000 shares 
traded, including two blocks of 
50.000 shares. Turnover in 
Socafetfe G6n&rale, at BFrfflOm, 
accounted for about one third 
of official trade. 

MADRID eased as investors 
took profits after the recent 
rises. The general index 
dropped L60 to 286.46. 


THE TOKYO market overcame 
fears of massive arbitrage sell- 
ing yesterday before today’s 
expiry of the June futures con- 
tract and, with the help of 
active buying from leading bro- 
kers, managed to make a mod- 
est gain, writes Jlaehtyo Naha- 
moto in Tokyo. 

Share prices moved slug- 
gishly in drill tr ading , TV TOTt- 

kei av erage moved «rwti«iny 
but within a narrow range, ris- 
ing to a high of 33,052.32 and 
falling to a low of 32,838.99 
before closing up 31.88 at 
32353-50. Declines led advances 
by 498 to 438 and a Anther 180 
issues were unchanged. 

Turnover was low at 600m 
whfoh wag idwiilar to 
levels seen on Tuesday. The 
Topix index of all listed shares 
inched down 1.86 to 2,423.97 
and, in London trading, the 
ISE/Nikkei 50 fad ** rose 0 73 to 
1.812J0. 

Concern in Tokyo that the 
expiry of the Jure futures con- 
tract today would trigger 
waves of a r bitra ge selling an 
the cash market kept investors 
wary. The fear that the .market 
would be hit by massive siting 
reached something cf a peak in 
the morning, sain Mr Mammi 
Okuma at UBS Phillips and 
Drew. There was very 

little arbitrage selling to con- 
firm those fears. Nevertheless, 
investors generally stayed 
a w a y from issues on the mar- 
ket that could be affected by 
such awning and turned their 
attention to small capitallsa- I 
tion and incentive-backed 

issniy, 

Trading an the second sec- 
tion and the over-the-counter 
market was very active, with 
trading having to he reduced to 
one hour yesterday afternoon. 
The Japan Over-the-Counter 
Securities Committee said the 
hours would be cut to one and. 
a half hours each in the morn- 
ing and after noon far a short 
period to deal with the 
Increased volume. 

The top 10 volumes list in 
the first section was headed by 
large capital Issues, such as 
Mitsubishi Heavy Industries, 
which was first with a volume 
of 55.1m. Both Mitsubishi 
Heavy anf i Mitsui 
and Shipbuilding, vmfeh^m- 
lowed with l&5m shares, rose 
YS0 to Y1.100 and Y1.03O 
respectively. NKK, .the steel 
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par grouping 
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Grass US Pound 

0 *v. Dollar Storing 

Yield index tndex 


Local Year 

Dm Currency 1880 1980 ago 

Max Index Wgb Lew tappraO 



Australia (80) 

Austria (19) . 

Belgium (61) 

Canada (119) 

Denmark (33) 

Finland (26) ....... 

Franco (125) 

West Germany (S3) — 

Hong Kang (46) 

Ireland (17) 

Italy (96) 

Japan (454) 


Malaysia (351.. 
Mexico (13) 


Mexico (13) .... 

Motherland (43) 

New Zealand (17) 

Norway (23) 

Singapore (25) — 

South Alnca (60) — 

Spain (42) — — 

Sweden (35) 

Switzerland (66) 

United Kingdom (305).... 
USA (537) 


5-79 738.57 
1.28 239.93 

4.41 15050 
3.45 138.98 
128 25532 

2.41 137.75 

2.85 162.91 
1.94 129.18 
4.80 130.24 
2.82 186.54 
2^0 108.71 
0.57 153.99 
2J22 233.27 
0.30 549.86 
4.61 140.88 

7.32 64.83 

1.43 241.00 
1.93 205.59 

3.72 190.88 
4.15 160.88 
245 211.65 
2.23 103.47 

4.73 16095 

12 1 148.55 


Europe (984) 

Nordio (117) 

Pacific Basin (859) 

Euro -Pacific (1643) 

North America (656) 

Europe Ex. UK (6791 

Pacific Ex. Japan (205).... 

World Ex. IB (1835) 

World Ex. UK (2067) 

World Ex. So. Al. (2312).. 
World Ex. Japan (1918)... 


3.50 147.00 
1.70 204.08 
0.88 132.51 
1J2 150.67 
9.28 147,87 
2.72 138.08 
5.05 134.06 
1.09 169.90 
2.18 147.74 
2.42 14&64 
3.44 147.74 


The World Index (2372)... 148.91 +0.0 131.10 143.65 130.89 142.55 


2.43 148.90 
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Lalest prices wore unavailable for this edition. 

Constituent change: Name change 5/6/80: Amca Inti, to United Dominion Industries (US). 


Danish marfcet dosed June 5. 


co mp any , was third with i9-im 
shares and increased Y9 to 
Y70L. 

Other issues actively pur- 
sued were mostly special situa- 
tions. Toyota, th e car maker, 
attracted attention on reports 
that member firms of the 
Toyota group were Increasing 
shareholdings in each other 
and cm reports that the motor 
company had developed a 
clean engine. Toyota rose a 
strong Y70 to Y2£1Q. 

In Osaka, large capital issues 
saw gatww hut the overall mar- 
ket was sluggish with the OSE 
average supping 86.29 to 
35,607.37. Turn o ver was 63.7m 


Roundup 


POLITICAL worries unnerved 
the Philippines e-nri Taiwan, 
which both fell sharply, while 
Hong Kong sprinted at the 
close. Seoul and Kuala Lumpur 
were dosed for holidays. 

MANILA fell 4J percent as 


the unsettled p ohHnai eco- 
nomic situation prompted fur- 
ther institutional selling: The 
rm m xalto indw lost 8319 to 
740.31, its fourth successive 
decline and well below its sup- 
port level at 760. 

Early gains, following news 
that the Philippine National 
Bank would make a 40 per cent 
dividend, were wiped out. 7NB, 
fell from 422N> peso s to dose 
steady at 417.50 pesos. 

TAIWAN fell on rumours 
that toe new finance minister 
would Increase the daily Hnrit 
on share price movements 
from 7 per cent to 10 per cent 
in an attempt to curb specula- 
tion. The weighted index 
dropped 264JQ, or &6 per cent, 
to 7,075.50. Volume rose to 
1.69bn shares or NT$l24bn 
from l~62bn or NT$m.81bn. 
News that exports fefl 102 per 
cent in May from a year ago 

fllan dflpTBBBBd prices. 

HONG KONG recovered 
from esdy proflbtaUng to aid 
at the day% highs on strong 



ov ersea s baying in the after- 
noon. The Hang Seng index, 
which lost more than 20 points 
in early trading, closed 13.43 
highg to 3,172.49, a new post- 
Jane 4, 1989, high. Turnover 
swelled to HK$2.l9bn from 
HK$L76bn. Hong Kong Tele- 
com, which is expected to 
report strong 1989 profits 


today, rose 20 cents to mgaw 

NEW ZEALAND succufabed 
to profit-taking, after its lecaa 
gains. The Barclays infer 
dropped 2437, or L4 per cent, 
to 1,790.15 as turnover 
remained active at 12^2m 
shares worth NZ$2L3m. 

Air New Zealand, the into- 

national airline which is dr» fa 
report annual profits today, 
lost 4 cents to NZ$L88. 

AUSTRALIA ended a two- 
week rally as a stronger 
domestic Hniiar and softer con>; 
modify prices weighed on nafa* 
ral resources stocks. The AB 
Ordinaries index closed L9 
lower at 1,5209 and turnorer 
eased to 106m shares or 
A$267m from 124m or A$2S3m. 

SINGAPORE drifted hi ghfr 
in thin trading: Volume fell fa 
4fi_am shares or S$129.4m hum 
50.4m or S$127m. The Straits 
Times index was 0.22 better at 
1,550.93. BANGKOK attracted 
profit-tak ing fo r a second day, 
with the SET index losing 7.77 
to 1,011.09. 


Inauguration of the Deutsche Terminbdrse 
(DTB - German Options and Financial 
Futures Exchange) opens up new dimensions 
for DM-oriented investors. By creating an 
automated trading and clearing system, the. 
DTB taps rich opportunities in futures and 
options trading far beyond those offered by 
the traditional forms. 


It’s a new ball game on the German 
Futures Exchange. That’s why you need 

a sophisticated partner. 



With its wealth of new transaction modes 
and new instruments offering attractive profit 
potential and hedging methods, a firm 
command of the intricacies is needed to 
operate successfully in this market Here too 
BHF-BANK - itself a founding member of the 
DTB and market maker, as well as general; 
clearing member - supports its customers 
with exceptional securities trading expertise. 
The Bank’s know-how and experience gua- 
rantee comprehensive, top-caliber advice - 
particularly when it comes to the broad range 
of possibilities on the Futures Exchange 
But securities expertise and innovative 
thinking are only part of what it takes to make 
a bank a partner for the discerning investor. 
Equally important are personal service and 
customized problem solutions - the style of ’ 
a merchant bank, which BHF-BANK has'' 
cultivated for more man 100 years. 


BHF-BANK 


Merchant Bankers 
by Tradition 
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